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GENERAL 


Nuclear Test Ban Treaty Prospects Explored 


94CM0228A Beijing GUOJI WENTI YANJIU 
[INTERNATION.AL STUDIES] in Chinese 
No 51, 13 Jan 94 pp 5-12 


[Article by Zou Yunhua (6760 0061 5478), Associate 
Fellow, National Defense Science, Technology, and 
Industry Commission: “Comprehensive Nuclear Test 
Ban Inevitable in the Developing Circumstances— 
Written on the Eve of Talks on a ‘Comprehensive 
Nuclear Test Ban Treaty””’] 


[Excerpts] Nuclear testing is a unique yardstick for 
measuring the level and speed of nuclear weapons devel- 
opment. Non-nuclear nations have long stressed the 
urgency and the necessity for a comprehensive nuclear 
test ban. They firmly maintain that a comprehensive test 
ban is an important step in nuclear disarmament, and 
that it is the key to halting the nuclear arms race, 
particularly to preventing qualitative improvement of 
nuclear weapons and nuclear weapons proliferation. 


International society has made many efforts to ban and 
limit nuclear testing during the past more than 40 years, 
and some advances have been made in negotiations to 
ban nuclear tests. 


At the beginning of 1994, negotiation of a ““Comprehen- 
sive Nuclear Test Ban Treaty” will begin at the Geneva 
Disarmament Negotiations Conference. There are two 
possible prospects for these negotiations: 1) Negotiation 
of a comprehensive test ban treaty will proceed rapidly, 
or 2) treaty negotiations will go through a tortuous and 
complex process because of numerous imponderables. 
[passage omitted] 


C. Nuclear Test Ban Situation After 1990 


During the summer session of the Geneva Disarmament 
Negotiations Conference in July 1990, a special com- 
mittee on banning nuclear testing was founded after a 
seven-year hiatus. This was no doubt closely related to 
the international situation, particularly new changes in 
the international disarmament situation. First of all, on 
the nuclear disarmament question, the United States and 
the USSR prepared for a strategic arms reduction treaty 
(START) as a follow-on to the signing of a U.S.-Soviet 
“intermediate range ballistic missile treaty,” and contin- 
uation of talks on the further reduction of nuclear 
weapons. Second, the United States and Western coun- 
tries, which were anxious to respond to the needs of the 
fourth deliberative meeting (held in August 1990) on a 
“Nuclear Non-Proliferation Treaty,” had to adopt a 
flexible attitude. At that time, France still maintained its 
rigid position, affirming anew that it would not take part 
in the work of the special nuclear test ban committee. 
China participated in the work of the special committee. 
It expressed willingness to understand the demand of 
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non-nuclear nations for a ban on nuclear weapons, and it 
desired to take an active part in the special committee’s 
work. 


However, from 1990 until 1922, serious differences 
existed among the parties to the disarmament talks, 
particularly on the issue of whether the special com- 
mittee should have negotiating authority. A group of 21 
unaligned nations called for immediate negotiation of a 
comprehensive test ban treaty, strongly asserting that 
they could not permit a situation to continue in whicha 
serious priority matter was only discussed but not nego- 
tiated. The United States and the United Kingdom were 
stubbornly opposed. Subsequently, the special com- 
mittee conducted only a general discussion of the nuclear 
test ban issue. On 26 May 1992, France declared at a full 
meeting of the disarmament negotiations conference 
that it would participate in the work of the special 
nuclear test ban committee. 


1993 was an unusual year. On 10 August, the Geneva 
Disarmament Conference passed a decision (Document 
Number: CD 1212), granting negotiating authority to the 
nuclear test ban committee, and in early 1994, negotiation 
of a treaty formally began. At the 1993 disarmament 
conference, both the unaligned nations and non-nuclear 
western nations were extremely active in an effort to 
obtain complete test ban treaty negotiating rights. They 
did not want the treaty to be like “partial test ban treaties,” 
the nuclear powers concocting a treaty only to use a 
disarmament talks conference as an alibi, insisting that 
discussions could be conducted only at a disarmament 
conference. 


III. Nuclear Test Ban Is an Inevitability in the 
Developing and Changing International Situation 


The reality facing the world during the 1980s was a 
constant escalation of the nuclear arms race between the 
United States and the Soviet Union for more than 40 
years. However, they were never able to break the 
balance of power between their strategic forces. Peace 
was substantially maintained in the world for 40 years. 
Maintenance and updating of such super inflationary 
nuclear weapons during this protracted period of peace 
was an extremely heavy burden, particularly for the 
USSR. Changes in the world situation forced both the 
United States and the USSR to consider readjustment of 
their nuclear arms policy. The strategic defense initiative 
(SDI) that the Reagan administration proposed in 1983 
was an effort to replace an offensive strategy with a 
defensive strategy. In March 1983, after Mikhail Gor- 
bachev took office, the USSR changed from pursuit of 
great military power status to development of its 
domestic economy and enhancement of its overall 
national strength. Beginning in 1985, this readjustment 
of the nuclear arms policies of the United States and the 
Soviet Union brought about the most relaxed atmo- 
sphere in the nuclear arms field since the advent of 
nuclear weapons. Both the United States and the USSR 
began to dismantle and destroy their global intermediate 
range and intermediate short range missiles. Following 
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discussions in mid-September 1987, the foreign minis- 
ters of the two countries issued a joint statement stating 
that “both parties unanimously agreed to begin compre- 
hensive, phased” negotiations “before | December,” the 
two nations first “agreeing on effective nuclear inspec- 
tion measures.” Next, they would “conduct negotiations 
in the intermediate stage on the issue of further limiting 
testing,” and “the final goal 1s a complete ban on nuclear 
testing.” Both the United States and the USSR also sent 
experts to examine each other’s nuclear test ranges, and 
they conducted joint tests. 


At the same time, the United States Government came 
under increasingly strong pressure from forces in the 
country opposed to the continuation of nuclear testing. 
In March 1986, 58 members of the House of Represen- 
taiives, leu by the House majority leader, and five 
senators wrote a joint letter urging Reagan to accept the 
USSR’s proposa! for a halt to nuclear testing. In August 
of the same year, the United States House of Represen- 
tatives again passed a resolution calling upon the United 
States Government and the USSR to negotiate the 
banning of all nuclear protests. Outside the Congress, 
public anti-nuclear demonstrations increased in inten- 
sity. During demonstrations and gatherings opposing 
nuclear testing that were held year after year, some 
demonstrators even marched on the Nevada test range in 
an effort to block nuclear testing. Faced with such 
tremendous pressure, the Reagan administration could 
only adopt a tough opposition policy. 


Developments since the mid-!980s foretold the possi- 
bility that a new turning point period might occur on the 
nuclear test ban issue. 


As the world entered the 1990s, the international situa- 
tion changed greatly. East-west relations underwent 
enormous changes, notably the disappearance of the 
Warsaw Pact and the dramatic dissolution of the USSR. 
No longer did they pose a serious threat to the United 
States and West Europe. The nuclear strategy of the 
United States and its allies was commensurately 
adjusted. The United States lost its erstwhile worthy 
adversary, and the western nations headed by the United 
States began to shift their imaginary enemy to third 
world countries. More and more, the western countries 
emphasized that prevention of weapons of mass destruc- 
tion, particularly the proliferation of nuclear weapons, 
was the most prominent problem in disarmament and 
arms control in the world today. They made prevention 
of proliferation the foremost strategic task, holding that 
such proliferation posed the greatest global threat to 
international security following the cold war. They also 
maintained that early conclusion of a complete test ban 
treaty could effectively and promptly prevent nuclear 
threshold countries (also termed near-nuclear countries) 
from crossing tie nuclear threshold, thereby eliminating 
a hidden danger. This was because, generally speaking, 
near-nuclear countries had to do only a certain amount 
of nuclear testing in order to qualify to join the ranks of 
countries having nuclear weapons of value in actual 
warfare. 
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On the other hand, the great tide of international relax- 
ation stimulated further demands that the United States 
and Russia make more nuclear arms cuts and ban 
nuclear testing. Great advances were also won in the 
international disarmament field. In July 1991, the 
United States and Russia signed the “Strategic Nuclear 
Arms Reduction Treaty” (START). On 16 June 1992, 
American President George Bush and Russian President 
Boris Yeltsin signed the “Strategic Arms Reduction 
Agreement of Understanding.” According to the provi- 
sions of this treaty, the nuclear warheads on the nearly 
10,000 strategic weapons that each side had deployed 
would be reduced by two-thirds, i.e., by 2003, the 
number of nuclear warheads on strategic weapons that 
each side had deployed would be no more than between 
3,000 and 3,500. 


As a super power, with the easing of the confrontation 
between the USSR and the United States, and the 
beginning of new changes in the European strategic 
pattern, the United States made a step-by-step readjust- 
ment of its nuclear strategy to meet the post-cold war 
international situation. After the Clinton administration 
took office, readjustment of America’s national security 
Strategy became increasingly evident. 


Following the dissolution of the USSR, the United States 
unilaterally adopted various measures to prevert loss of 
control over and proliferation of the former Soviet 
Union’s nuclear weapons. The United States readjusted its 
own nuclear force structure and nuclear weapons develop- 
ment plans. In 1992, the United States stopped production 
of new model nuclear warheads. On 2 July 1992, Bush 
announced the return to the United States from abroad of 
all land-based and sea-based tactical nuclear weapons that 
were slated for withdrawal. On 13 July, President Bush 
announced a halt to the production of weapons-grade 
plutonium and highly enriched uranium used to manufac- 
ture nuclear warheads. Inevitably, the United States also 
gradually readjusted its nuclear test ban policy as well. In 
July 1992, President Bush stated in his nuclear test ban 
policy proposal that in order to ensure the dependability of 
a U.S. nuclear deterrent force, appropriate and effective 
nuclear testing was necessary. However, the clamor and 
pressure inside the United States for a complete test ban 
was extremely strong. The United States Congress passed a 
bill on 24 September 1992 that provided for no further 
nuclear tests after 30 September 1996 unless other coun- 
tries conduct such tests. It also provided that prior to 1996, 
the total number of underground nuclear tests could not 
exceed 15, and it required the United States to temporarily 
halt nuclear testing for nine months. 


On 3 July 1993, the Clinton administration’s new 
nuclear test ban policy was inaugurated. It approved 
earliest initiation of multilateral talks, and early conclu- 
sion of a comprehensive test ban treaty. It emphasized 
that the United States might conclude a test ban treaty in 
advance of the already stated 1996 date. It declared that 
the United States’ temporary halt to testing would 
extend until September 1994 unless another country 
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conducted tests. Actually, earliest initiation of negotia- 
tions on a comprehensive test ban had been jointly 
agreed earlier in discussions between the American and 
Russian heads of state in Vancouver. 


The Clinton administration’s establishment of a new 
nuclear test ban stemmed mostly from political necessity, 
Clinton’s own campaign promise, and the U.S. “nonpro- 
liferation” policy. However, the inauguration of this new 
policy had a direct and major influence on “Comprehen- 
sive Nuclear Test Ban Treaty”’ negotiations. Opening of 
the curtain on this treaty’s negotiation benefitted from it. 


Naturally, not only has readjustme of America’s 
nuclear test ban policy played a major role in bringing 
about the nuclear test ban treaty negotiations, but there 
have also been other reasons as well. 


1. With the approach of the 1995 meeting to discuss a 
“Nuclear Non-Proliferation Treaty,” loud cries from 
third world countries for a comprehensive test ban 
are reaching a crescendo. They have taken the oppor- 
tunity to redouble pressures on nuclear nations to 
force them to political promises and to negotiate at 
once the conclusion of a comprehensive test ban 
treaty. Western nonnuclear nations are also actively 
promoting early negotiations. 


2. Other nuclear countries have agreed or have been 
forced to agree to take part in negotiations for a 
comprehensive test ban treaty. Russia has consis- 
tently supported a comprehensive test ban. Not only 
does Russia gain political advantage from this posi- 
tion, but of greater importance today is preservation 
of its nuclear power position, and its economic pre- 
dicament. Although it still has a need to conduct 
nuclear tests, the United Kingdom relies on Amer- 


ica’s test ranges and joint testing with the United. 


States. It has no choice but to do as the United States 
says. France was virtually forced to agree to take part 
in the negotiations as a result of domestic and foreign 
political pressure. China supports early negotiations 
to conclude a “Comprehensive Nuclear Test Ban 
Treaty,” and emphasis that all nuclear nations should 
simultaneously negotiate and conclude an uncondi- 
tional international treaty of no first use of nuclear 
weapons, and not using or threatening to use nuclear 
weapons on non-nuclear nations and non-nuclear 
territories. 


3. Some nuclear countries announcements of a temporary 
halt to nuclear tests will certainly promote progress in 
negotiations for a comprehensive test ban treaty. 
Mostly in response to international or domestic pres- 
sures, Russia, the United States, and France announced 
a temporary halt to nuclear testing. In October 1991, 
Russia announced a one-year temporary halt to testing, 
which it later extended for one year. In 1992 and 1993, 
the United States announced a temporary halt to 
testing. On 8 April 1992, France also announced a 
temporary halt to nuclear testing for that year (France's 
action was purely a cheap political decision). In 
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response, third world nations repeatedly called loudly 
for these temporary halts to testing by some nuclear 
countries to become a permanent halt to testing by all 
nuclear nations. 


IV. Prospects for Negotiation of a “Comprehensive 
Nuclear Test Ban Treaty” 


In early 1994, talks on the “Comprehensive Nuclear Test 
Ban Treaty” will begin in the only multilateral disarma- 
ment organization—the Geneva Disarmament Negotia- 
tions Conference. Theer are two possible prospects for 
these talks. 


A. Negotiations on a Comprehensive Test Ban Treaty 
Will Be Conducted Swiftly 


1. On the basis of the resolution that the Geneva Disar- 
mament Negotiations Conference passed on 10 
August 1993, negotiations on a comprehensive test 
ban treaty will formally begin in January 1994. The 
First Committee of the United Nations General 
Assembly (the UN First Committee) discussed and 
unanimously approved a resolution on a “Compre- 
hensive Nuclear Test Ban Treaty” on 19 November 
1993. This resolution urged the Geneva Disarma- 
ment Conference’s 1994 session to regard a “Com- 
prehensive Nuclear Test Ban Treaty” as a priority 
task and accelerate negotiations in order to reach a 
universal international agreement that provides for 
effective international nuclear inspections. A total of 
156 nations jointly sponsored this resolution, an 
unprecedented number, which shows the high degree 
of attention that international society pays to the 
comprehensive test ban issue, and also suggests that 
the talks will be conducted with great fanfare. 


2. Since it 1s limited by Congress’ nuclear test ban law, 
the United States 1s anxious to complete negotiations 
for a comprehensive test ban treaty by 1996; it will 
apply pressure on other nuclear states. Russia has 
always advocated early conclusion of a comprehen- 
sive test ban treaty, so naturally it 1s actively pushing 
for it. To a very large extent, the attitude of the 
United Kingdom will follow that of the United States. 


3. Technologically speaking, after more than nearly a 
half century of high speed development, America’s 
and Russia's nuclear weapons long ago passed their 
peak period. No earth-shaking advances have been 
made for the past nearly 20 years, so the need to 
continue nuclear testing has greatly decreased. Fur- 
thermore, several nuclear weapons research institutes 
in the United States have explored various 
approaches in recent years in a search for methods 
that can replace or partially replace nuclear tests, and 
they have made some progress. Without doubt, other 
nuclear power have conducted or are in process of 
conducting similar research. Pioneering in this field 
of technology in order to continue to maintain 
nuclear weapons security and reliability following a 
comprehensive test ban, and even being able to con- 
tinue to open new approaches to the development of 
nuclear weapons, will provide the technical guaran- 
tees needed for the realization of a comprehensive 
test ban. 








4. Pressures from non-nuclear states for the early con- 
clusion of a “comprehensive nuclear test ban” treaty 
will increase steadily. Some third world countries 
have already demanded that such a treaty be con- 
cluded before 1994, and that it be linked to extension 
of the ““Nuclear Non-Proliferation Treaty.” Without 
doubt, this will also be a major motivation for con- 
clusion of the treaty. The international anti-nuclear 
movement is gathering strength. Continuation of 
nuclear testing in a nuclear test ban atmosphere has 
become fraught with difficulties. 


Sweden proposed a “Comprehensive Nuclear Test 
Ban Treaty”: in 1991, and it 1992, it proposed new 
amendments. Many disarmament talks nations have 
expressed support for this draft, and they have sug- 
gested making it the basis for treaty talks. Even the 
United States said that the Swedish text might serve 
aS an important basis for talks. The text of the 
Swedish treaty draft creates favorable conditions for 
the formal initiation of disarmament talks and for 
accelerating treaty negotiation. 


B. Many Imponderables Remain in the Negotiation of a 
Comprehensive Test Ban Treaty; Treaty Negotiations 
Will Go Through a Tortuous and Complex Process 


1. As with any complex project, a comprehensive test 
ban treaty cannot be negotiated in a day. The provi- 
sions of a future treaty will have wide ramifications, 
and negotiations will involve numerous specifics such 
as the scope of the ban, the definition of a nuclear 
explosion, the laboratory simulated nuclear explosion 
issue, conditions under which the treaty takes effect, 
and the duration of the treaty, etc. The talks intensify, 
problems will become increasingly complex. Presum- 
ably negotiations will take some time. 


2. The treaty’s nuclear testing issue will be the key com- 
ponent of talks. Comprehensive test ban nuclear 
inspection techniques are numerous. They include 
mostly the following: seismological monitoring (used 
for long distance monitoring of underground explosions 
in violation of the treaty), satellite monitoring (used in 
monitoring preparations for nuclear testing and for 
atmospheric nuclear testing), on-site inspections (used 
for further inspection following discovery of suspicious 
things that violate the treaty), etc. Discussion of the 
treaty’s nuclear inspection provisions involves 
numerous questions such as technical issues and costs, 
reasonableness, and how to organize execution. Once 
talks begin, there will be a multitude of matters. 


3. The unaligned nations and the nuclear nations do not 
agree with each other on the starting point and the 
goals for conducting a comprehensive nuclear test 
ban treaty. The unaligned nations want to limit the 
nuclear nations’ further development of nuclear 
weapons. They are anxious to conclude a treaty. 
However, most of the nuclear nations feel that the 
sole goal in concluding a comprehensive test ban 
treaty is the prevention of nuclear proliferation. 
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Britain and France insist that any future treaty must 
be one that permits genuine nuclear inspections uni- 
versally, and that no final deadline should be set for 
its conclusions. Predictably, there are major differ- 
ences among all parties about the timetable for con- 
cluding treaty negotiations. 


Among the nuclear states, France will protract the 
negotiating time because it still wants to conduct 
nuclear tests. France has long adopted an extremely 
hard line attitude about the nuclear test ban issue. It 
was not until 1992 that France agreed to take part in the 
work of the Geneva disarmament conference’s special 
nuclear test ban committee. Although France began to 
reduce outlays for nuclear weapons development plans 
in 1992 in response to changes in the international 
situation and to save money, it still wants to conduct a 
certain amount of nuclear testing. For example, it wants 
to use nuclear tests to continue to authenticate the 
warheads on the missiles to be installed on the new Le 
Triomphant class ballistic missile nuclear submarines. 
On 7 October 1993, the French minister of national 
defense openly stated that France would not sign a 
comprehensive test ban treaty before mastering simu- 
lated nuclear testing, and that France would require 
between 6 to 8 years to master this technology. This also 
Suggests that France will play a role in comprehensive 
test ban treaty negotiations. 


Concluding Remarks 


Conclusion of a “Comprehensive Nuclear Test Ban 
Treaty” has been the fervent hope of international 
society for several decades. Third world countries have 
termed it “something that is extremely desirable yet 
most difficult to attain.” Finally there 1s hope that this 
day will come. However, treaty negotiations will posi- 
tively not be easy. People will have to wait and see what 
steps the Geneva Disarmament Talks Conference will 
take to advance to the final point in concluding a treaty. 


NORTHEAST ASIA 


Japan’s ‘Back-To-Asia’ Strategy Analyzed 
94CM0229A Beijing GUOJI WENTI YANJIU 
[INTERNATIONAL STUDIES] in Chinese 
No $1, 13 Jan 94 pp 17-21, 12 


[Article by Zhang Dalin (1728 1129 2651): “Economic 
Regionalism, Protectionism Drive Japan’s Move Back to 
Asia”] 


[Text] Japan has begun implementing its strategy of 
“dissociating itself from America and returning to Asia” 
even as it continues to insist it is a “member of the 
Western camp.” Its central purpose is to become a 
political power. With the Asian economy growing by 
leaps and bounds, Japan must return to Asia if it is to 
secure its place in the world, jockeying for a favorable 
spot as it wages economic war with the United States and 
Europe. 
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In pursuit of its back-to-Asia strategy, Japan follows 
these policies: Cooperate as well as compete with the 
United States; resolve the issues inherited from history; 
use economic and technological means to achieve 
leadership in Asia; and make use of international 
organizations and international conferences. 


Japan’s “detaching itself from America to return to 
Asia” strategy has caught the attention of nations around 
the world, particularly its neighbors in Asia. 


Both inside Japan and overseas, some of the hottest 
topics in political, economic, and academic circles as 
well as the media these days are the notion of Japan 
“detaching itself from the United States to return to 
Asia,” the idea that “Japanese diplomacy is redoubling 
its attention to Asia,” and the sense that Japan is 
“shifting its development strategy back to Asia.”’ These 
issues are being explored from a variety of perspectives, 
political, economic, diplomatic, and security. 


This article examines the current status, background, 
and future trends of Japan’s back-to-Asia strategy, its 
principal point of departure being Japan's foreign 
economic strategy. 


1. Japan On the Way Back To Asia 


After World War II, it was Japan’s strategy to disso- 
ciate itself from Asia and link up with the United 
States, toeing Washington’s line diplomatically and 
relying on it economically. Since the mid-1980's, as 
its economic prowess grew rapidly, Japan is no longer 
content to remain America’s junior partner and has 
been trying to achieve political parity with the latter, 
drawing support from Asia. Thus it began its strategy 
of “detaching itself from the United States and 
returning to Asia” even as it insisted on remaining a 
member of the Western alliance. Adopting a three- 
in-one approach combining trade and investment 
with economic aid, with direct investment playing the 
dominant role, Japan has vigorously pursued the 
“wild goose”’ model, building a solid foundation in 
the making the itself the leader of the regional 
economy of East Asia. 


A. Japan-Asian Trade Increasing Every Year 


On the exports front, Japan’s exports to Asia rose 
14 percent between 1991 and 1992, while exports 
to America increased just 7 percent. In 1992, 
Japan’s exports to Asia accounted for 38.8 percent 
of the nation’s total exports, while exports to the 
United States made up only 28.8 percent. On the 
imports side, Japan’s imports from Asia rose 6 
percent, while those from the United States 
slipped 3 percent. In 1992, Japan’s imports from 
Asia accounted for 45 percent of Japan’s total 
imports, while imports from the United States 
amounted to just 22.4 percent. (HUSHENG 
MONTHLY, July 1991; GUOSHI TUHUI, 1993 
edition) Asia has become Japan’s largest trading 
partner, overtaking the United States. 
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The above data aside, the following points need to 
be made about the increasing Japan-Asia trade: 1) 
Japan has resumed its trade ties with Asia. Before 
the war (1934-1936), Japan mainly looked to Asia 
as the source of raw materials it imported and the 
destination of the manufactured goods it 
exported. At its peak, Japan-Asian trade 
accounted for 60 percent of Japan’s total trade. 
After the war, Japan-United States trade blos- 
somed while Japan-Asian trade dropped below 30 
percent in the late 1970's. In recent years, how- 
ever, Japan-Asian trade has gradually rebounded 
to almost 40 percent, exceeding the size of Japan- 
United States trade. (HUSHENG MONTHLY, 
July 1993) 2) The pattern of commodity exchange 
has shifted from vertical to horizontal, however. 
In the pre-war years, Japan’s imports from Asia 
consisted of raw materials, grain, and assorted 
mineral products, agricultural products, and 
handcrafted articles. To date, most imports from 
Asia’s four “mini-dragons” are manufactured 
goods, with machinery and electronic parts and 
components accounting for one-quarter. More 
machinery is imported from member nations of 
ASEAN than raw materials. 3) Asia has become an 
increasingly important export market for Japanese 
goods. Ten years ago, only Taiwan barely made it 
onto the list of Japan’s top-ten export market by 
placing tenth. To date, seven Asian nations and 
regions, namely mainland China, Taiwan, Hong 
Kong, South Korea, Singapore, Thailand, and 
Malaysia have earned themselves a spot on the 
top-ten list. 


. Direct Japanese Investment in Asia Rising 


Without Interruption 


In the early 1980's, direct Japanese investment 
in Asia was more or less on a par with American 
investment in Asia. In 1992 Japanese invest- 
ment in Asia totalled $60 billion, up from $19.5 
billion in 1985. During the same period, direct 
American investment in Asia rose just 22 
percent. In the 5 years between 1987 and 1990, 
direct Japanese investment in the four “mini- 
dragons” and ASEAN amounted to $26.8 
billion, 360 percent more than American 
investment, catapulting Japan into the top 
investor spot ahead of other economic powers. 
(ZHUJUN MONTHLY, February 1992) 
Japanese investment in Asia has been an 
economic boon to Japan. According to statistics 
from the Ministry of International Trade ..ad 
Industry [MITI], the Asian subsidiaries of 
Japanese corporations earned 487 billion Ju, a- 
nese yen in profits in the fiscal year between 
April 1991 and March 1992. In contrast, their 
counterparts in Europe only earned Y6.6 billion 
in profits and those in North America suffered 
losses totalling Y208 billion. (THE ECONO- 
MIST 24 April 1993) 








*. Government Development Aid Focusing On Asia 


Government development aid 1s an essential compo- 
nent of Japan’s foreign policy as well as a major tool of 
its foreign strategy. The “Outline of Government 
Development Aid,” adopted by the Japanese cabinet 
on 30 June 1992, states explicitly, “The Asian region 
has intimate historical, geographical, political, and 
economic ties with Japan... Japan should continue to 
make Asia the focus of its assistance program.” 
(WALTAO YUEKAN MONTHLY, March 1993) In 
1991 the Japanese government dispensed $11 billion 
in development aid, which placed it ahead of the 
United States ($9.4 billion) as the world’s top aid 
giver. Over 60 percent of Japan's development aid 
goes to Asia, with the five nations of Indonesia, China, 
Thailand, the Philippines, and Bangladesh alone 
accounting for almost half of all Japanese aid. (““Eco- 
nomic Cooperation: Current Status and Problems,” 
199? edition) 


In addition, Japan is also playing an increasingly 
prominent role in debt payments, trade settlement, 
and foreign exchange reserves in Asia. 


4) Creating “East Asia Economic Sphere” 


In the late 1980's, Japan’s economic position in 
Asia consolidated, the cabinet introduced the idea 
of an “East Asian economic sphere” to include 10 
nations and regions, namely the four “mini- 
dragons,” ASEAN, and Japan itself. For starters, 
Japan began shifting those of its industries that 
had become uncompetitive to the four “mini- 
dragons” in a big way. Later Japan and the four 
“mini-dragons” started exporting capital to 
ASEAN, setting 1n motion a chain-like adjustment 
of the region's industrial structure. The upshot is 
an international division of labor in which Japan 
specializes in the production of high-tech prod- 
ucts; the four ““mini-dragons,” conventional tech- 
nical goods and durable consumer goods; and 
ASEAN, labor-intensive products. In the process, 
both the four “‘mini-dragons” and ASEAN have 
become more dependent on Japan. 


Building on its success with the “East Asian eco- 
nomic sphere,’ Japan pushed hard for and 
devoted itself to putting together a “Sea of Japan 
economic sphere.” What the “Sea of Japan eco- 
nomic sphere” mainly entails is Japan-led eco- 
nomic cooperation, with Russia contributing 
resources, Japan and South Korea contributing 
funds and technology, and China and North Korea 
contributing manpower. Japan envisions the “Sea 
of Japan economic sphere” as a bridge linking 
Northeast Asia with Southeast Asia, thus steering 
the entire East Asia into its development orbit. 
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Conducting a Vigorous Asian Diplomacy 


As it became a stronger and stronger economic 
power in Asia, Japan applied itself to achieving a 
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political standing commensurate with its eco- 
nomic might. Its Asian foreign policy, hitherto 
dominated by economic diplomacy, now became 
increasingly “politicized.” Japan has taken a 
string of major steps in the political, military, and 
diplomatic arenas 1n Asia in recent years. Among 
them are these three: |) Participated actively in 
resolving the Cambodian issue. No sooner did the 
Japanese Diet pass the “UN Peacekeeping Activ- 
ities and Cooperation Law” in April 1992 than 
Japan sent self-defense troops to take part in the 
UN peacekeeping effort in Cambodia. Moreover, 
Japan hosted two conferences aimed at solving 
the Cambodian issue. Japan’s enthusiasm on 
behalf on the Cambodian problem was driven by 
its desire to gain a louder voice in Asian affairs. 2) 
The Japanese emperor visited China. Emperor 
Akihito and Empress Michiko visited China 
between 23 and 28 October 1992, becoming the 
first Japanese monarch ever to visit China in the 
ancient history of Chinese-Japanese relations. 
That the Japanese emperor put off visiting the 
United States and instead made China the desti- 
nation of his first trip overseas after ascending the 
throne was much discussed in the international 
media. A “Shishi She” commentary noted, “The 
basic governinent position is that a stable Sino- 
Japanese relationship is the cornerstone of sta- 
bility in the Pacific.... That consideration under- 
pins Japan’s active Asian diplomacy, using Sino- 
Japanese relations as its axis.” (29 October 1992) 
3) Prime Minister Kiichi Miyazawa visited 
ASEAN. In January 1993 Prime Minister Kuichi 
Miyazawa visited Indonesia, Malaysia, Thailand, 
and Brunei, all ASEAN members. While in 
Bangkok, he delivered a speech entitled “The 
New Asian Pacific Era and Cooperation betweea 
Japan and ASEAN” enunciating what has been 
delivered the “Miyazawa Doctrine.” In his 
speech he laid down Japan’s four basic policies in 
Asia: First, actively participate in the creation of 
a “security diatogue mechanism” in the Asian 
Pacific area; second, help open up the Asian 
Pacific area economically; third, exert itself on 
behalf of democracy, human rights, and environ- 
mentalism; and fourth, engage in cooperation 
with the three nations in Indochina. His speech 
painted in broad strokes the basic features of 
Japanese policy in Asia. 


2. The Focuses of Japan’s Return to Asia 


Japan's strategic decision to return to Asia was 
prompted by more than considerations that have to do 
with geography, history, and its relations with the 
various Asian nations. There are other major concerns: 


1) Achieving its goal of becoming a political power. 


In a speech in his native Qunma Prefecture in July 
1982, Prime Minister Zenko Suzuki said, “Japan 
must seek a louder voice in world politics, rarsing 
its stature not only as an economic power but also 
as a political power.” (“Diplomacy Green Paper,” 
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1983 edition) That was the first time a Japanese 
prime minister unequivocally articulated the goal 
of making Japan a “political power.’ Successive 
administrations led by the Liberal Democratic 
Party [LDP] after Suzuki adopted this slogan as an 
official policy. More recently, Xiaoze Yilang 
[1420 3419 0001 6745], an official of the New Life 
Party, put forward a “conventional nation” theory 
in his book 4 Plan for Transforming Japan While 
he did not use terms like “political power,” he 
came up with a number of new suggestions such as 
amending the constitution, changing the nature 
and strategy of the self-defense forces, partici- 
pating in UN peace-keeping activities, pushing for 
a permanent seat on the Security Council, and 
building a new world order side by side with the 
United States and Europe. Xiaoze Yilang’s “con- 
ventional nation” theory, it may be said, goes one 
step beyond the “political power” theory 
advanced by the LDP. We can thus see that no 
matter which party or faction is in power, Japan 
will not deviate from its strategic objective of 
achieving the status of “political power.” They all 
seek to make Japan part of a tri-polar world, 
exercising world leadership along with the United 
States and Europe. 


To achieve the above strategic objectives, Japan 
attaches the utmost importance to finding its own 
base and establishing its own economic sphere. 
Where, then, 1s Japan’s base? What about its 
economic sphere? These questions were answered 
by Gangq: Jiuyan [1481 1505 0036 1750], a 
former Japanese ambassador to Thailand, who 
said Japan must return to Asia and create a “super 
Asian sphere.” In his 1992 article entitled “The 
New Strategy of Striving to Create a Super Sphere 
in Asia,” he wrote that “it is in Asia that Japan 
will find its diplomatic future, a stage where it can 
maneuver.... In any case, except for Asia, one 
cannot find another arena at the moment which 
offers a bright future for Japanese diplomacy; 
there is no other oasis.” (“Dumai” monthly, 
August 1992) Gangqi Jiuyan’s words provide a 
graphic explanation of the motives behind Japan's 
return to Asia and the actions it has taken toward 
that purpose. 


) Explosive Economic Growth in Asia 


According to World Bank reports, East Asian 
economies grew 8.5 percent in the 1980's, up from 
6.6 percent in the 1970's. Since 1990, amid the 
backdrop of global recession, Asia continued to 
lead the world in economic growth. The Interna- 
tional Monetary Fund estimates that economic 
growth in the ten major Asian nations and regions 
other than Japan may have reached 8.75 percent 
in 1993 and will average 7.1 percent in 1994, far 
higher than the growth rate of the Western econ- 
omies. Even more spectacular is the expansion of 
the Chinese economy in recent years, growing 7 
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percent in 1991, 12.8 percent in 1992, and 14 
percent in the first half of 1993. One United States 
magazine has calculated that the Asian economy 
now accounts for 25 percent of the global 
economy, up from 4 percent 30 years ago, and 
may well make up one-third by the year 2000. 
(FORTUNE MAGAZINE, November 1993) 


All eyes are on the booming Asian economy. To 
some developed nations, Asia 1s the most 
dynamic, most promising place in the world. Both 
the United States and Germany are scrambling to 
shift their attention to Asia, pinning their hopes 
for ending the economic recession at home on the 
Asian market. As for Japan, a resource-poor 
nation with a small domestic market which ts 
mired in a deep recession, Asia resembles a huge 
magnet. It 1s thought that only by returning to Asia 
and relying on Asia can it secure a firm foothold in 
the world. 


Disintegration of the Soviet Union, Escalating 
Japan-United States Conflicts 


During World War Il, the United States and the 
Soviet Union were allies which fought Japan side 
by side. Later, during the Cold War, the United 
States allied itself with Japan against the Soviet 
Union. With the end of the Cold War, the rela- 
tions among these three countries are still 
evolving, but already ther are signs pointing to 
new changes. On a political level, the United 
States and Russia, former adversaries, have now 
become partners. In 1992, President Bush of the 
United States and Russian President Boris Yeltsin 
signed the “Camp David Declaration” and 
“Washington Charter,” proclaiming a friendly 
partnership between the two nations. After taking 
office, President Clinton has been even more 
energetic in improving diplomatic relations with 
Russia, supporting the Yeltsin regime politically 
and offering Russia economic aid. Due to the 
improvement in United States-Russian relations, 
the practical function of the United States- 
Japanese alliance has diminished significantly. 


Economically speaking, the United States and 
Japan, erstwhile allies, have now become rivals. 
After he took office, Clinton has shifted priority 
from the military to the economy, making eco- 
nomic strength the key to national security. Revi- 
talizing the U.S. economy and eliminating the 
huge deficit in its trade with Japan have become 
urgent and major issues in United States-Japanese 
relations. Not only does Clinton relentlessly push 
for a more expansive yen, but he has also 
demanded that Japan open up its market, even 
specifying the market share that U.S. goods should 
have in Japan as a means of trimming Japan's 
trade surplus. As United States and Russia nudge 
closer to each other and Japan-United States trade 











friction escalates, Japan has no choice but to 
return to Asia to find its destiny there. 


4) Regionalization and Rise of Economic Blocs 


The trends in the world economy today are region- 
alization and the formation of economic blocs. 
The EC unified its market on | January 1993. A 
number of countries in north Europe are lobbying 
hard to join the EC. In late 1992, the three 
countries in North America—the United States, 
Canada, and Mexico—signed the North American 
Free Trade Act [NAFTA] and the United States 
has also talked about extending the free trade zone 
in North America to Latin America. Although 
both EC and NAFTA have publicly declared they 
would comply with the principle of free trade and 
keep their markets open, the fact of the matter is 
that they have acted in a way that is clearly 
discriminatory and exclusionary. 


Moved by protectionism and regionalism, Japan 
increased its investment in and stepped up trade 
with countries in North America and West 
Europe, intensifying its penetration of those mar- 
kets. On the other hand, it has been hard at work 
trying to consolidate its political and economic 
position in Asia. Japan considers East Asia its 
“courtyard” in the same way that the United 
States views Latin America as its “backyard.” 
Japan works assiduously to bring about its East 
Asian economic sphere in order to position itself 
favorably in its economic war with the United 
States and Europe. 


3. Janan’s Return to Asia: Future Prospects 


Jaan is set on returning to Asia, but not too rapidly. 
The road back to Asia is fraught with many an 
obstacle, both domestic and international, and Japan 
must overcome them by moving cautiously and dip- 
lomatically. Reviewing the words and deeds of both 
the Japanese Government and people in private life, 
we see that these are the major strategies Japan 
pursues to engineer its return to Asia: 


1) Cooperate and Compete With the United States 


In devising its Asian policy, the United States goes 
tit for tat with Japan, not ceding any ground at all. 
During the Bush Administration, Secretary of 
State Baker countered Japan’s “wild goose” 
model, a strategy aimed at dominating the Asian 
economy, with his “fan-shaped” model. Under the 
latter model, Asia was perceived as an open fan; 
America would be the axis and the United States- 
Japan alliance would be the backbone, supple- 
mented by America’s alliances with South Korea, 
Australia, and ASEAN and embracing the entire 
Asian Pacific region. The purpose was to ensure 
America’s economic interests and dominance in 
the region. After he assumed office, Clinton has 
shifted the U.S. strategic focus from the Atlantic 
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to the Pacific as a means of revitalizing the U.S. 
economy. Assistant Secretary of State Winston 
Lord has said, ““No other region is more important 
to the United States to date than East Asia and the 
Pacific region.”’ (United States Information 
Agency, 9 June 1993) In July 1993, Clinton called 
for a “‘new Pacific community” during his visit to 
Japan and South Korea and proposed upgrading 
the Asian Pacific Economic Cooperation [APEC] 
minisierial conference scheduled to be held in 
Seattle under the auspices of the United States to 
an informal conference attended by heads of gov- 
ernment. It was the goal of the United States to 
link APEC with NAFTA, thus preserving and 
expanding America’s political and economic inter- 
ests in the Asian Pacific region. 


There are three schools of thought in Japan's 
academic circles regarding how best to counter 
U.S. Asian strategy. One group advocates global- 
ism. It would like Japan to continue to uphold the 
postwar multilateral free and equal trade system, 
do its best to bring the Uruguay round of talks 
under GATT to fruition, and eschew exclusivity in 
Asian Pacific economic cooperation. The second 
school of thought prefers a confrontational 
approach: build up an independent free trade zone 
in Asia (or just East Asia) as a counterweight to EC 
and NAFTA. Most people want to make some sort 
of a compromise between these two positions. 
They believe that while the conflicts between 
Japan and the United States in Asia have intensi- 
fied, Japan cannot afford direct confrontation 
with the latter because it still cannot do without it. 
Economically, the United States is indispensable, 
absorbing one-third of Japan’s exports. Militarily, 
Japan still depends on America’s security shield. 
Politically, Japan needs backing from the United 
States if it is to become a political power. There- 
fore they advocate a middle course: cooperate as 
well as compete with Washington. Specifically, the 
so-called “middle course” means maintaining the 
free trade system, adhering to GATT, making 
concessions to regionalism to some extent, 
expanding its economic muscle in Asia, and 
holding fast to its alliance with the United States. 
For Japan, this amounts to tightrope diplomacy, 
which no doubt is most challenging. In the absence 
of any better course, however, Japan has no choice 
but to go ahead with this balancing act gingerly. 


2) Resolve Problems Inherited From History 


It has been 48 years since the end of World War II. 
However, the war's instigator, Japan, has not been 
forgiven by the people of the various Asian 
nations. To remove the mistrust of its neighbors in 
Asia and create an image of peace and friendship, 
Japan’s new prime minister, Morihito Hosokawa, 
broke with the ambiguous attitude of his prede- 
cessors and forthrightly admitted as soon as he 
took office that the “previous war was a war of 
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aggression. We believe the war was a mistake.” 
(Japan GONGTONG SHE 10 August 1993) “We 
again express our profound self-reflection and 
apologies for the intolerable suffering and pain our 
past aggression and colonial rule had caused many 
people.” He also declared, ““We should take our 
proper role as a member of the Asian Pacific 
community seriously and do our best to contribute 
to the peace and prosperity of this region.” 
(SHISHI SHE 23 August 1993) 


The constructive attitude of the new administra- 
tion toward solving the problems left over from 
history no doubt was meant to set the stage for 
Japan’s return to Asia. While Hosokawa’s remarks 
and apologies were widely welcome by Japan’s 
neighbors, the response was cautious. In his gov- 
ernment report on 23 August, Hosokawa retreated 
from the term “war of aggression” uttered days 
earlier during his press conference, now down- 
grading it to “aggressive conduct.” In addition, 
members of his coalition government worshipped 
at the Yasukuni shrine. All this made many Asian 
nations skeptical whether Japan can really face up 
to the historical problems honestly. 


Use Economics and Technology To Dominate 
Asia 


History may be a barrier on Japan’s road back to 
Asia, but economics and technology give Japan an 
overwhelming edge. Japan can participate in and 
dominate the Asian economy through trade, direct 
investment, development aid, technology transfer, 
personnel exchange, and other economic and tech- 
nological activities. Professor Rujianglung of 
Meiji University in Japan sums up this approach 
as “winning without victory.” In other words, the 
leadership in the Asian Pacific area that Japan is 
pursuing is a kind of imperceptible victory. He 
also refers to it as “different hegemony,” a new- 
concept hegemony distinct from conventional 
hegemony which is backed by economic, techno- 
logical, and financial forces. (WENYI ChUNQIU 
MONTHLY July 1990) The “winning without 
victory” approach, which can achieve goals that 
military power failed to achieve in the past, no 
doubt will serve Japan well as it seeks to return to 
Asia, However, if Japan relies solely on its tech- 
nical and economic superiority and fails to handle 
its relations with the various Asian nations cor- 
rectly and truly bring about joint development on 
the basis of equality and mutual benefit, this 
superiority will not last long. 


Rely on International Organizations and Interna- 
tional Conferences 


First and foremost, Japan looks to the United 
Nations. Right now Japan is working hard to gain 
a permanent seat on the Security Council, a cru- 
cial step on Japan’s road toward becoming a 
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political power. Japan has put forward a series of 
proposals about reforming the United Nations to 
its General Assembly during the current session 
and has repeatedly indicated its readiness to par- 
ucipate in UN peace-keeping efforts. All these 
moves are intended to prepare public opinion for 
Japan’s return to Asia. 


Next, Japan relies on the G-7 summit, the meeting 
of the heads of government of seven Western 
powers, of which Japan is the only Asian member. 
At the G-7 meeting in Tokyo in 1993, Japan 
served as Asia’s spokesman. When President 
Suharto of Indonesia visited Japan, the host 
nation agreed to forward his opinions to the G-7 
meeting. 


Then there is the APEC ministerial conference. To 
prepare for the informal meeting of APEC leaders 
in Seattle, Japan held consultations with South 
Korea and ASEAN to coordinate their views. It 
was also slated to present the report “Ideas for 
Economic Cooperation in the Asian Pacific 
Region for The Year 2000” at the conference. 
Among the ten topics covered by the report were 
the promotion of trade and investment within the 
region, the strengthening of its industrial base, and 
environmental issues. The thrust of the report was 
the furthering of liberalization in regional trade 
and investment. Clearly, Japan’s goal is to use 
APEC to counter the protectionism of NAFTA 
and consolidate Japan’s economic position in 
Asia. 


Furthermore, Japan has gained a stronger voice at 
the annual enlarged meeting of ASEAN foreign 
ministers. 


We should note that most of the international 
organizations mentioned above operate under 
American leadership and Japan's influence is lim- 
ited. Whether or not Japan will achieve ail its 
objectives depends on how things turn out. 


A historical issue that has confronted Japan ever 
since Meiji Modernization is this: Should Japan 
exist as part of Asia or part of the United States 
and Europe? Or should it compromise between 
the two? If we look back at over a century of 
diplomatic history, we see that by and large Japan 
has allied itself with Europe and the Western 
camp. In 1885, Fuze Yuji, a bourgeois thinker, put 
forward his “out of Asia” theory in SHISHI XIN- 
BAO. By that he meant Japan should join the 
camp of the European powers and the United 
States and invade Asia (primarily China). The 
Japanese Government embraced his theory and 
launched one war of aggression after another, 
culminating in the country’s utter defeat and sur- 
render in the Pacific War. After the war, Japan 
allied itself with America and toed the Wash- 
ington line in opposition to China. Only after 
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Nixon visited China in 1972 did Japan normalize 
diplomatic relations with China. 


After a century, Japan’s foreign strategy finally 
shifted from “leaving Asia to join Europe” to 
“detaching itself from the United States to rejoin 
Asia.” This is the third time Japan changed 
national direction after the Meiji Restoration and 
its defeat in the war. This strategic shift naturally 
has attracted profound concern in nations around 
the world, particularly its neighbors in Asia. These 
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ations hope that Japan will learn a iesson from 
history and totally put aside its contempt for Asia. 
ihey hope that Japan will not become a military 
power or intervene in the domestic affairs of 
another country and that it will use its formidable 
economic power and advanced science and tech- 
nology to cooperate with the nations of Asia on an 
equal basis, building a prosperous Asia together. 
Will Japan, on its way back to Asia, do what other 
Asian nations hope that it will do? That remains to 
be seen. 
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Attitudes of Youth Towards Careers Surveyed 


94CM0329A Beijing ZHONGGUO QINGNIAN BAO 
in Chinese 1 Mar p 7 


[Article by Dai Yumin (2071 5940 3046): “What Careers 
Youth Are Keen On”’] 


[Text] The China Youth Research Center in cooperation 
with the Heilongjiang Youth Research Center, the Lia- 
oning Youth Research Center, and the Beijing Youth 
Research Center, conducted a survey from October 1992 
to December 1993 on the employment situation for 
seven provinces and cities, in all issuing 5600 question- 
naires, and received 4760 responses. An analysis of the 
survey results is presented below. 


1. The overlapping nature and lack of choice in the 
career aspirations of youth. 


In the course of investigating the satisfaction of youth 
towards their own current occupations, the survey 
answer “satisfied” constituted 39.4 percent, “not too 
satisfied” has 43.2 percent, “‘very satisfied” and “very 
dissatisfied’”’ were 7.0 percent and 10.4 percent 
respectively. The overall percentage of youth who 
were not satisfied with their present occupation was 
53.6 percent. 


Among young workers, the higher the level of educa- 
tion, the more numerous the number of those dissat- 
isfied with their occupation, while among workers 
with a high school education, the total percentage of 
those dissatisfied was 53.1 percent, while for poly- 
technic school technicians the figure was 54.1 percent, 
and for those with a university or higher education the 
total reached 64.4 percent. 


2. Youth generally hope to change their occupation but 
movement on this front is sluggish. 


When the survey asked whether the person was plan- 
ning to change occupations, those expressing a strong 
desire amounted to 11.8 percent, those who would 
move under the right conditions were 62.2 percent; 
these two answers accounted for 74 percent, while 
13.7 percent had no plans either way, hence only 12.2 
percent said they did not plan to change occupations. 


Using these percentages to make calculations, is it 
possible to say whether or not China will be facing the 
problem of having millions of youth on the job be on 
the move? The survey makes clear that since reform 
and opening 70 percent of youth have not once yet 
changed their occupation. When this is put up against 
the numbers hoping to change, an extreme contrast 
emerges. The greatest area 1s hope of change, and 
there is only an extremely small area of real change, 
indicating that one outstanding phenomenon among 
currently employed youth is the conceptual thinking 
is leading action and real movement is sluggish. 


3. High income has become the major criterion in 


choosing an occupation, and the ability to handle 
risks 1s generally comparatively weak. 


When asked “if you were allowed freedom to change 
occupation, in when direction would you develop- 
ment,” 47.7 percent of the people chose “thigh income 
units,” 40.7 percent chose “have a change to fully 
develop individual ability and worth.” When these 
two are compared, the trend towards high income 
answer clearly has the advantage, being chosen by 
close to half the respondents; some 10.9 percent of the 
people chose “superior working conditions, big repu- 
tation,” while only 5 percent of the respondents chose 
“pursue an official career.’ In addition to the eco- 
nomic requirement of high income, the other three 
items directly part of the requirements of society, 
totalled 52.3 percent, and it can be seen that today, 
when high income is taken as the guiding thinking on 
choice of occupation, the various social requirements 
of youth are still powerful and prospering. 


Though at present there is a general concentration on 
economic income, even more people who have for 
many years cultivated old habits still cant bear to part 
from comfortable, stable and secure occupations, and 
would rather have a small income, and also not 
willing to shoulder the hardships and the risks. For 
example: 50.1 percent chose Party and government 
organs and state-owned enterprises with their sta- 
bility, comfortable working conditions, and very 
small risk. Clearly, the economic income of these two 
careers will not be very high; In addition, some '; of 
the people those three capital enterprises [all foreign 
capital, partnership of Chinese and foreign capital, 
cooperatively managed], which give consideration to 
both high income and social dignity, and provide 
good material benefits. The individual household and 
private enterprises, which make really big money but 
also demand the shouldering of very difficult work, 
were chosen by 20 percent, and other individual 
households constituted 8.8 percent. 


On the survey item “what 1s your greatest worry about 
engaging in an individual business career,” 12.3 indi- 
cated it was fear of losing the iron rice bowl, while 
“fear of insecurity resulting from policy changes” 
totalled 34 percent. 


. Youth occupational mobility, initiative, the goal of 


mobility and the multifaceted directions of this 
mobility. 


For persons employed in China's traditional system, 
in addition to having work transfers arranged and 
carried out by higher levels, very few have the initiate 
to engage in mobility, or movement will come as a 
surprising and major event, and are worked out out of 
absolute necessity, and common aspirations do not 
receive sufficient time and are lightly brushed off 
without transfers being carried out. Since reform and 
opening, there has been a change in the situation in 
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which traditionally one worked for decades in a 
position without change, to a situation of mobility 
with following of an individual’s inclinations, and the 
resolutely resolving of the various requirements of the 
individual. In discovering the survey mobility factors, 
38 percent said they wanted to change because 
income was too low, while 15.3 percent said it was 
because of labor conditions. In addition, 5.6 percent 
wanted to move because of interpersonal relations 
were strained, 8 percent because of they worked too 
far from home, 13 percent did not have a residence, 2 
percent found their strong points were not being given 
full play, while 18 percent said their units were in a 
slump. 


. Youth are counting on a second occupation in seeking 
to get rich, but the number of people participating is 
gradually getting smaller. 


When asked about the goal of engaging in a second 
occupation, 31.6 percent of the respondents indicated 
they did this in order to “give full play to untapped 
ability, enliven the economy, and benefit the country 
and the people’; 48.9 percent of the people indicated 
they did it in order to increase their individual 
income; 20.6 percent of the people said “in order to 
know and understand society”; finally, 4.9 percent 
did it “to avoid falling behind the times.” 


. Youth have hopes and worries when it comes to 
reform of the employment system. 


When asked about “confronting the continuous 
reform of the working situation,” 32.1 percent of the 
young people believed that “reform was better than 
no reform,” while 24.8 percent felt that “it gives 
people even more excitement,” and 27.7 percent of 
the young people demanded ‘“‘an accelerated pace”’; 
those who felt that “they were more and more dis- 
heartened” amounted to only 5.2 percent, while those 
youth who “were resigned to their fate” totalled 12.6 
percent. The above described statistics indicate that 
more than 87.6 percent of youth approve of and 
welcome enterprise reform, an overwhelming 
majority of young people. 


At the same time, there is also quite a lot of concern: 


Hope that it will be possible to give full play to 
individual ability and potential, worry that some 
people will lose their jobs, were respectively expressed 
by 64.7 percent and 29 percent of the youth; 2) Hope 
that it would be possible through elimination of 
equalitarianism, and the big rice bowl , to reward 
diligence and punish laziness, and worry that things 
wont go as well as with previous loosening. 65.9 
percent expressed the former, while 6.5 did the latter. 
Some 23.8 percent indicated hope that since the big 
rice bowl had already been destroyed, it would also be 
necessary to address people with a human touch. 3) 
32.6 percent indicated hope that through the factory 
director (manager) responsibility system it will be 
possible to achieve improved management, and 
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develop production targets; 12.9 percent worr‘ed that 
the factory directors (managers) hoodwinked the 
people, had disadvantages and were of no benefit; 4) 
A majority of young people hoped that things such as 
the special economic zones would completely sweep 
away employment limitations; youth in this category 
totalled 6.6 percent, while 13.3 percent advocated 
maintaining the original planned employment 
system. 


When asked “‘in the wake of the accelerated reform of 
the employment allocation system, how has your live 
changed?” 35.9 percent of the youth felt that “it was 
getting better and better”; 7.5 percent felt that “it was 
getting harder and harder,” while another 29 percent 
felt that “it was the same as before, with not much 
difference” and 28.3 percent felt “unsure of the 
situation.” 


When asked “in an association improving to a state of 
excellence, if you were to be classified as an outsider 
to the group, what attitude would you take,” 42.3 
percent said that they would prepare to “enhance 
their quality, and struggle to early on return to the 
team”’; 32.1 percent of the people would decide to 
“temporarily feel wronged for having perfection 
demanded, while at the same time planning to leave”; 
22.7 percent of the people felt that “it would fit in 
exactly with their wishes, in achieving their own 
development.” Only 4.3 percent would feel indigna- 
tion and worry, and wait for a chance to retaliate and 
vent hatred. 


Towards the phenomenon of unemployment in the 
society, 34.8 percent of the youth believed that “this 
makes employed peopled cherish their own employ- 
ment opportunities even more,” 21.4 percent felt that 
unemployment would make a person ‘frequently 
changing work is beneficial to the development of a 
person’s individual character’’; 19.9 percent believed 
that “it was beneficial to enterprise management and 
picking out talent”; 31.0 percent felt that “it was not 
beneficial to the interests of staff and workers, and 
created instability in the society.” 


. Rural youth provincialism was being shaken, the rate 


of incidence of leaving the soil is rising. 


When rural youth were asked to answer the questions 
“How do you think peasants should pass their days?,”” 
only 9.7 percent maintained “looking after their own 
house and land,” while 20 percent felt that “farming 
all one’s whole life does not make sense, going forth 
and planning to leave are good”’; 43 percent of the 
people agreed that “using the land to produce more 
cash crops” was good; 27.3 percent of the people 
thought that “properly tilling the soil will allow it to 
produce more of those other incomes.” 


In the survey it was discovered that of the current 
rural youth, 21.6 percent basically worked on the 
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outside; 20.9 percent of the people during the course 
of a year spent roughly half the year on the outside 
working; 20 percent of the people worked outside for 
roughly 3 months of the year; only 37.6 percent did 
not go outside. 


When asked “‘if there was an even larger surplus in the 
labor force in your village, under what circumstances 
would you be prepare to leave,” 27.6 percent chose 
“to join a township enterprise”; 47.9 percent would 
plan to “work at a small business’’; 2.6 percent would 
be prepared to “go outside the village to do odd jobs”: 
16.7 percent “wanted to go to a city to do work”: and 
5.7 percent did not have any sense of what they were 
prepared to do, and answered “don’t know.” 


. Rural youth employment concepts are changing fast, 
and forms of employment constantly expanding. 


When asked “‘in agricultural manual labor, what are 
you most willing to engage in,” only 13.7 percent 
chose “grain production,” while 43.9 percent chose 
“various breeding activities,” 25.6 percent chose 
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doing ‘“‘nonagricultural planting, such as forestry, 
planting fruit trees, and other case crops, etc.; 17.3 
percent chose "other.* 


When asked their views on the current phenomenon 
in rural areas of hiring people to come and plant 
contract land, 67 percent of the youth believed that 
they could accept this, and that in this manner it 
would be possible to leave one’s work and make big 
money; 16.1 percent felt that they were unable to 
determine whether this was in accord with policy; 6.9 
percent thought that they could do this type of work, 
but were afraid that it smacked of “exploitation”’; 
10.3 percent believed that this went against the soci- 
ety’s socialist orientation. 


The new style of peasant slack season living also has 
changed very much since previous times, and how 
each time a slack season comes, 38.2 percent of the 
people go out to work in businesses, and make money; 
39.8 percent of the people study agricultural scientific 
know-how; 12.9 percent “work when they encounter a 
money making activity”; and only 10.1 percent “play 
mahjongg, idle around, and make merry.” 
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NATIONAL AFFAIRS, POLICY 


Accelerated Law-Making Urged To Boost Market 
Economy 


94CE0425A Beijing ZHONGGUO WUZI BAO in Chinese 
7 Mar 94 p 4 


(Article: ‘Market Economy Rests On Legal Construction”’} 


[Text] There can be only one criterion for judging all 
aspects of legal construction: Does it contribute to the 
creation of a market economy and the development of 
productive forces? Does it enhance national strength 
overall? Will it help raise the people’s living standard? 


During the transition from one economic system to 
another, we must replace old rules with new ones 
promptly. Law-making must be the trailblazer and set the 
pace. Reform is simply political reform. We must change 
the system in accordance with the law. Use the law to 
guide, regulate, control, regularize, and ensure during the 
maturation of the market economy and in its operations by 
taking advantage of the law’s special characteristics—its 
uniformity, coerciveness, openness, and stability. 


Even as we accelerate law-making, we must step up 
corresponding judicial work and law enforcement. Use 
legal means to regularize and guide public behavior in the 
market economy and ensure normal activities in all links 
of the social chain: production, circulation, distribution, 
and consumption, thereby ensuring that the market mech- 
anism fulfills its role and facilitates the accelerated devel- 
opment and continuation of the market economy. 


In a certain sense, the market economy is a risk economy, 
which makes it even more necessary to strengthen the rule 
of law so as to avoid and manage risk. 


The invigoration of the economy during the past few 
years has been accompanied by real estate wars, stock 
market wars, cotton war, steel war, and petroleum war, 
to name a few. Everything has happened, however 
bizarre. After Deng Xiaoping toured the south and made 
some speeches there, the economy was further energized 
and picked up additional momentum. Meanwhile, 
serious problems have proliferated in economic life. 
Examples: 


A sharp rise in economic disputes. Between January and 
November 1993, the nation’s courts tried 2,807,000 
assorted cases. Of this total, cases involving economic 
disputes rose 36.6 percent over the same period a year 
ago, while cases involving the maritime law and com- 
mercial law shot up 41.33 percent. The total contested 
amount in economic cases brought to trial in all China 
reached 56.2 billion yuan, up 113.39 percent compared 
with the same period a year ago. 


Proliferation of counterfeit and shoddy products. Between 
January and July 1992 trademark counterfeiting cases 
handled by the nation’s procuratorial agencies numbered 
1,911 in all, an increase of 232.9 percent compared with 
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the 547 cases processed in the same period a year ago. Of 
these 1,911 cases, 747 were major cases each involving 
over 10,000 yuan, up 375.8 percent over the same period 
a year ago, when 157 similar cases were handled. In 1993 
consumers’ associations across the nation processed a 
total of 341,196 complaints, up 9.43 percent from 1992, 
and recovered 204 million yuan in economic losses for 
consumers. Most complaints involved over-priced but 
poor-quality shoes and garments, problems caused by 
the use of cosmetics, injuries and deaths caused by gas 
water burners, injuries caused by beer can bursting, and 
quality problems pertaining to housing, motorcycles, 
and automobiles. The Beijing consumers’ association 
handled 4,773 complaints from consumers in the first 
half of 1993, up 32 percent from the corresponding 
period in 1992. On 16 December 1993, the Beiing 
technology supervision bureau tested 138 randomly 
selected commodities from five stores located at Landao 
Building and others. Of the 138 commodities, 99, or 71.7 
percent, passed the quality test, while 12, or 8.7 percent, 
were found to be shoddy in quality. Shoddy products, 
counterfeited goods, and false advertising have been 
called the three leading public hazards in economic life 
today. 


Stock market disturbances becoming frequent. There was 
a mad scramble by hundreds of thousands of people in 
Shanghai to purchase shares in early 1992. Similar 
episodes of frenzied share purchasing happened in June 
in Xiamen and in August in Shenzhen, the former 
involving hundreds of thousands of people, the latter 
close to a million. As a result, social order was badly 
disrupted. On 20 December 1993, the Shanghai stock 
exchange index plummeted 117 points (a precipitous 
drop of 13 percent), the worst one-day decline on record. 
“Black Monday” left Shanghai's 5 million shareholders 
in shock and was a blow to social stability. By late 1993, 
there were already 15 million shareholders nation-wide, 
their ranks growing by more than 10,000 every day on 
the average. The total value of shares being traded on the 
Shanghai and Shenzhen stock exchanges reached 250 
billion and 150 billion yuan, respectively. 


Unbridled land and real estate speculation. The number 
of real estate enterprises in all China, which totalled just 
3,000 in late 1991, shot up to almost 10,000 in 1992. 
Hainan alone boasted over 2,000 such companies in the 
first half of 1993. As part of its retrenchment effort 
aimed at cooling the economy, the government closed 
down 500. There were 1,500 trading management agen- 
cies in addition to more than 100 trading forums. Some 
areas vie with one another to build the most develop- 
ment zones, which stood at 2,700 by late 1992, a 20-fold 
increase over the 117 in 1991. Between them the 2,700 
development zones take up 15,000 square kilometers of 
land, thus siphoning off into the hands of real estate 
owners and dealers hundreds of billions of yuan worth of 
return on state land. The state has not been fairly 
compensated. Whopping profits have led to a gradual 
increase in illegal speculative activities involving land 
and houses and created this contradiction. On the one 
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hand, real estate speculators are sitting on almost 100 
million square kilometers of housing; on the other hand, 
the public has to grapple with a housing shortage. 
According to figures compiled by the State Statistical 
Bureau, there 1s a housing inventory of 50 million square 
kilometers nationwide in recent years. Thus a huge 
amount of farmland was taken up but not really utilized; 
land was allowed to lie idle. Peasants driven from 
farmland are joining the flow of migrants. Some have 
been driven to make trouble. There have even been cases 
of armed fighting. The upshot is a serious social 
problem. 


Illegal fund-raising on the rise. Shen Taifu [3088 1132 
4395] of the Great Wall Machinery and Electronics 
High-Technology Company, for instance, swindled | 
billion yuan. His notarization organization in Beijing, 
the Zhongcheng Accounting Company, was involved in a 
false notarization case. 


Swindling cases involving huge sums of money becoming 
commonplace. The Hengshui County branch of the Agricul- 
tural Bank was involved in a $10 billion credit card scam. It 
was also guilty of conspiring with a foreign swindler. Given 
the massive amount of money involved—equivalent to 
one-half of China’s foreign exchange reserves—this case has 
disastrous consequences. 


First, 1t was tax evasion and cheating. Now people inside 
and outside the country conspire to rob the treasury of 
vast sums in export rebates. In 1984 the Chinese govern- 
ment introduced an export rebate policy under which 
several circulation taxes paid on goods shipped overseas 
are returned to the appropriate export enterprises. But 
the policy is frequently exploited by criminals to defraud 
the government of tax rebates. In 1992 151 enterprises 
were found to have obtained as much as 749 million 
yuan in tax rebates illegally, while the actual amount 
should be 204 million yuan. In 1993 procuratorial agen- 
cies uncovered an organized ring that had been 
defrauding the government of tax debates. Investigators 
discovered that 71 state cadres took part in the scam and 
over 40 enterprises issued a total of 3 billion yuan worth 
of bogus invoices to cheat the government. Irrationalities 
in the fiscal system have persuaded some local leaders to 
see tax cheating as a shortcut to solving their fiscal 
problems, shaking off poverty, and achieving wealth. 


Manufacturing of and trafficking in counterfeit currency 
on the rise. In 1984 a mere dozen cases of currency 
counterfeiting were reported nationwide. The number 
soared to 3,000 in 1991, when counterfeited bills worth 
20 million yuan were recovered, as were 400,000 yuan 
worth of state treasury bonds. Also uncovered were 30 
plates for printing fake renminbi bills, 4 plates for 
counterfeiting state treasury bonds, and 13 plates for 
printing U.S. dollar bills. 


Cases of fake drugs increasing. There were 15,000 fake 
drug cases in 1991, up from 13,650 cases in 1990. 
Nationwide, as many as 33,857 enterprises are involved 
in the wholesale of drugs, a 1,500 percent increase over 


ECONOMIC 15 


the early 1980's. Of these drug enterprises, at least 50 
percent are operating illegally, luring customers by 
offering hefty sales commissions. 


More and more checkpoints being set up to demand 
payments. In recent years there has been a growing trend 
toward claiming a piece of land along a highway as one’s 
turf and collecting payment from everybody who comes 
by. In Hebei Province alone, 26 agencies have set up 
1,796 checkpoints along the highways and blanketed the 
area with an army of payment collectors. They stop and 
check every passing vehicle and invariably slap the 
drivers with a fine. Payments are demanded and fines 
imposed as arbitrarily as the checkpoints are set up. In 
1991 alone, one agency collected 40 million yuan in 
highway fines, according to its receipts. 


Enterprises may be tottering on the brink of bankruptcy 
but cannot actually go out of business. It has been five 
years since the Bankruptcy Law went into effect, but 
reform in other areas, such as account settlement by 
banks, assets and liabilities appraisal, order of transfer, 
and the social security system, has failed to keep up with 
it. The absence of a bankruptcy mechanism has made it 
difficult for enterprises to go bankrupt. Statistically, 
about one-quarter of China’s state enterprises have been 
losing money for years. More recently, as many as 
one-third are openly in the red. Even if just | percent of 
state enterprises are unprofitable, that would be over 300 
companies. Yet fewer than 50 state enterprises actually 
went bankrupt during the entire 5-year period, less than 
0.1 percent of the number of enterprises in a developed 
country that go bankrupt each year. Thus money-losing 
enterprises have become a bottomless pit that the state 
has no choice but to cover. 


Mounting fire-related losses. In 1993 fires directly 
caused almost 900 billion yuan in economic losses, the 
worst since the PRC was founded in terms of the number 
of fires and their concentration. About 1,500 people 
were killed and the magnitude of direct economic losses 
was four times that 10 years ago. The fires occurred 
because people were so preoccupied with the pursuit of 
profits that they ignored fire safety. 


All these shocking cases and events have seriously dis- 
rupted the economic order and resulted in all types of 
losses. The failure to make laws promptly and loopholes 
in the judicial system have combined to deprive the state 
of rules it can otherwise invoke as it goes about fulfilling 
its regulatory and control functions. At a time when the 
shortcomings of the old system have not been elimi- 
nated, we are confronted with new problems, which 
prevents the new system from working the way it should. 


Even as we fully endorse the role of the market economy, 
we should realize the drawbacks inherent in it and the 
weaknesses and other undesirable things that may occur 
or have occurred in the market economy. The rise of the 
market economy has been followed by the emergence of 
market monopolies and local protectionism, by a drop in 
the output of public consumer goods and a steady 











16 ECONOMIC 


increase in fake products and shoddy goods, illegal 
operations, and scams, by large amounts of public 
resources being wasted or damaged, by worsening envi- 
ronmental pollution and ecological degradation, and by 
widening income gaps among households. A string of 
activities in recent years aimed at cracking down on 
forgers, counterfeiters, smugglers; tax inspections; efforts 
to stop arbitrary fund-raising, apportionment, and fine 
collection; walks for quality and walks for the environ- 
ment; and the anti-pornography drive have been highly 
successful. But organizing and launching short-term 
anti-crime sweeps can only solve a problem temporarily. 
(Sometimes anti-crime sweeps are overdone. We try to 
cover too much ground and crack down too hard.) The 
criminals re-emerge, more ferocious than before, when a 
campaign has spent its force. Result: The more you crack 
down, you worse the crimes. We have been treating the 
symptoms, not the disease. It takes much more than 
“decontrol,” “policies,” and eliminating administrative 
management to develop a market economy. What ts 
even more important is to nurture sound market eco- 
nomic relations. And the only way to do that 1s to 
intensify legal construction and establish a market order. 
During the transition from one set of economic institu- 
tions to another, new rules must be adopted swiftly to 
replace the old ones. Since the old rules no longer apply 
under the new order, new rules must be put in place 
immediately. Otherwise, there will be chaos. 


Legal construction today still fails to meet the require- 
ments of the situation and is still not being taken really 
seriously by the various sectors, areas, and leaders at all 
levels. Deng Xiaoping told the 3d Plenum of the | Ith 
CPC Central Committee back in 1979 that “we must 
institutionalize democracy and write it into law so that 
the system and the law will not change because of a 
change in leadership.” The acceleration of China’s mod- 
ernization requires us to rule the nation in accordance 
with the law and earn the trust of the people and the 
world. In the new era of deepening reform and opening 
up China even more, we must further democracy, 
strengthen the rule of law, and avoid the rule of man. 
There have been mony delays in the promulgation of a 
series of important laws badly needed to regulate and 
manage economic relations. To establish a socialist 
market economy, we must set up a coherent system of 
legal regulation and control. Half-hearted regulation and 
control will inevitably lead to chaos in the market 
economy, even economic life as a whole. To scale new 
heights, economic construction must proceed in tandem 
with legal construction. The two supplement each other 
and both are indispensable. 


To meet the urgent need of using the law to promote 
reform, the standing committee of the National People’s 
Congress and the ministries involved under the State 
Council are scrambling to formulate economic laws 
including a securities law, a budget law, a labor law, a 
foreign trade law, a central bank law, a commercial bank 
law, a notes law, an insurance law, and a futures trading 
law, etc. It 1s hoped that they will be introduced 1n close 
succession in 1994. 





JPRS-CAR-94-030 
12 May 1994 


In short, a market economy not based on legal construc- 
tion, in other words, a market lacking the rules and order 
of competition, will lead to chaos in the market economy, 
even in all areas of social and economic life. 


The arduous task of building a socialist market economy 
not only represents a challenge to economists, but also 
presents a challenge and an opportunity to legal experts. 
The traditional theories, concepts, and methods of the 
academic legal community and legal circles have come 
under heavy attack and undergoing fundamental changes. 
In the end they will achieve a great leap forward. 


SPC Researchers View Prices for 1993, 1994 
94CE04214 Beying JINGIIT YU GUANLI YANJIU 
[RESEARCH ON ECONOMICS AND MANAGEMENT] 
in Chinese No 1, 8 Feb 94 pp 32-36 


[Article by Liu Wen (0491 2429) and Zhang Xuhong 
(1728 2485 1347) of the Market and Price Control 
Department under the State Planning Commission: 
“Review and Forecast of Market Price Regulation for 
1993-1994"] 


[Text] In 1993, the people throughout the country had 
earnestly implemented the guideline laid down by the 
14th National CPC Congress and Comrade Xiaoping’s 
instruction of “seizing the opportunity to accelerate the 
development”; and quickened their tempo in promoting 
economic development. The national economy con- 
tinued to grow on the basis of its 1992 development. At 
the same time, the various problems which had cropped 
up when the old system was being replaced by the new 
and the economy was rapidly developing also became 
more outstanding. People began to feel the potential 
pressure from inflation. From the second half of 1993, 
the party central committee and the State Council 
started to rectify the financial order and strengthen the 
macro-control. After several months, the national 
economy has begun to stabilize, and the prices on the 
market have returned to normality to a certain extent. It 
is expected that in 1994, the economic growth rate will 
drop slightly, but it will still register a fairly high rate of 
growth. There will be slightly less investments. However, 
an adequate amount of investments are needed in order 
to strengthen structural readjustment. The scale of price 
increases will become smaller, but the pressure from 
inflation and commodity prices will remain relatively 
high. Price reform will be carried out within the endur- 
ance of the different sectors of society. Rational reform 
measures will be announced continuously and at the 
right time. 


I. Situation and Characteristics of China’s Market 
Prices in 1993 


From January to September 1993, the total volume of 
retail sales rose 22.4 percent over the same period in 
1992. The general level of retail prices in the whole 
country was increased by 12.1 percent and residents’ 
living expenses was up 1.37 percent over the corre- 
sponding period in 1992, of which the living expenses in 
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35 large and medium-sized cities rose 18.9 percent. 
Examining the situation of market prices in 1993, we 
notice the following characteristics: 


1. The market of consumer goods was lively and flour- 
ishing. From January to September, the total volume 
of retail sales rose 22.4 percent with an actual growth 
rate of 9.3 percent if price increases were factored in. 
China’s market of consumer goods could clearly be 
divided into two stages: (1) During the first half of 
1993, China’s market of consumer goods registered a 
continuous growth with the rate of growth increasing 
every month. (2) During the second half of 1993, the 
market slowed down, but still witnessed a moderate, 
steady growth. The signs were: (A) Market sales began 
to decline. The growth rate of the volume of retail 
sales in July was 1.9 percent lower than that in June, 
and that of August was 4.6 percent lower than that of 
June. (B) The phenomenon of shopping spree to 
preserve the value of money once noticed in the first 
half of the year basically disappeared, and the sales of 
imported and famous brand home appliances and 
jewelry had notably declined. (C) The trend of group 
purchases of consumer goods was curbed. The rate of 
growth in this type of purchase dropped from the 
average rate of over 30 percent in the first half of 1993 
to approximately 22 percent between August and 
September, which was lowe: than that of average 
residents. 


2. The market of producer goods had changed from a 
continuous strong market in the first half of the year 
to a relatively weak one. Sharply rising prices had 
slowly declined. The main signs were: (1) The market 
sales were notably declining. The rate of growth of the 
sales volume dropped from 49.5 percent in the first 
half of 1993 to 27.3 percent in the third quarter. The 
sellers’ market was gradually changed to a buyers’ 
market. In addition to the influence of the macro- 
economic control, there were two more factors which 
brought about the market changes in terms of supply 
and demand. (A) A strong macro-control had basi- 
cally eliminated the demand of a speculative nature. 
(B) A large amount of imported producer goods have 
arrived, and the total volume of supplies has 
increased. (2) The inventory had greatly increased, 
making the continuously dwindling stock level to 
sharply rise. (3) The price of producer goods dropped. 
The growth rate of the general price index for pro- 
ducer goods dropped from 52.9 percent in June to 
43.2 percent in August. 


3. The scale of retail price increases had notably 
expanded since the beginning of 1993. People had 
begun to feel the potential pressure of inflation. After 
the macro-control was tightened, the price increases 
had slowed down. Between January and September, 
the general level of retail prices was 12.1 percent 
higher than that in the same period in 1992. Although 
prices continued to rise during the second half of 
1993, the price increases had slowed down. The 
reasons for the price increases to decline were as 


follows: (A) Except for the price increases in railway 
freight charges and electric power, there were no new 
projects for price reform during the seco. half of 
1993. (B) The effects of the several price reform 
projects on grain, coal and freight transportation, 
which took effect in the second half of 1992 gradually 
disappeared in the second half of 1993. (C) The fall of 
the prices for producer goods brought down the 
production costs. 


If we examined the price increases on various kinds of 
commodities and services, the retail price of con- 
sumer goods rose 11.8 percent between January and 
September. From the regiona! point of view, retail 
prices in urban areas were up |2.6 percent, while that 
in rural areas rose 11.8 percent. The prices of service 
items in urban areas rose 31.6 percent and those in 
rural areas were up 25.6 percent. 


In October 1993, we had predicted the trend of 
market prices in China for the fourth quarter on the 
basis of the inflationary trend and the market prices at 
that time. We forecast that the general price level 
would continue to climb up, but the upward trend of 
prices would level off. The general level of retail 
prices for 1993 would be approximately 13 percent. 


. According to the requirements in developing the 


socialist market economy, progress of a breakthrough 
nature was made in changing the mechanism of price 
formulation. Following the promulgation and revi- 
sion of the list of price control items and the decision 
to decontrol government-fixed prices on a large scale 
in 1992, we had adopted a series of measures to 
change the mechanism of price formulation and made 
progress of a breakthrough nature. The measures were 
as follows: (1) Except for some individual provinces 
and autonomous regions, we had basically decontrol 
the price for purchasing grain and cooking oil on the 
basis of the principle of “unifying the policies, decen- 
tralizing policy-making power, giving the proper guid- 
ance and implementing the measures gradually.” (2) 
State control was lifted on the distribution and the 
price of coal. (3) Price control on most of the iron and 
steel products was lifted. (4) The prices of some 
cement products, telecommunications switchboard 
equipment, heavy-duty trucks for civilian use, fire 
trucks and fire-fighting equipment were decontrolled. 
(5) Prices for products used by railway industry were 
decontrolled on a large scale. (6) Prices were properly 
appraised for the grain, chemical fertilizer, cotton, 
wood pulp and raw materials for detergents which 
were imported with foreign exchange of the central 
government. (G) Authority for collecting 22 types of 
administrative fees such as the charge for issuing 
visas to foreigners was delegated to the lower level. 
The administrative department in charge of fee col- 
lection may determine themselves the amount to be 
collected. 


At the end of 1992, the share of state-controlled prices 
was only 5.9 percent of the total volume of retail sales, 
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approximately 12.5 percent of the total amount of 


funds used in purchasing farm and sideline products 
and 18.7 percent of the total amount of revenues from 
the sales of producer goods. The share of state-set 
prices was even smaller in 1993, following the devel- 
opment of the market economy. In general, market 
has played a main leading role in price formation for 
both consumer and producer goods. 


5. Emphasis was made 1n solving the problem of exces- 
sive low prices for basic industrial products, and great 
strides were made in readjusting the price structure. 
After the state had adjusted the prices of grain, coal, 
petroleum and transportation fees and raised the 
prices of iron and steel, chemical fertilizer, postal and 
telecommunications services and waterway freight 
charges in 1992, 1t once again made relatively large 
strides in readjusting the price structure in 1993. (1) 
In order to stimulate the production of petroleum, 
expand the capacity in producing crude oil, econo- 
mize on the use of petroleum and change the situation 
in China where oil price was relative low, 30 million 
tons of “average grade petroleum were processed to 
become high-grade petroleum,” and the price of pro- 
cessed oil was duly raised in 1993. (2) In order to 
further raise funds for construction and accelerate the 
development of railway transportation, the railway 
freight charges for one ton of cargo was increased by 
1.5 fen per km from 3.85 to 5.35 fen in 1993. (3) The 
price of electricity was raised in order to rectify the 
price structure for electricity and do away with the 
unreasonable utility price. (4) The state-controlied 
price of lumber from state-owned forest districts mn 
Northeast China, Inner Mongolia, Sichuan and 
Yunnan was increased. (5) The ex-factory prices for 
copper and zinc products produced within the state 
plan were raised. According to a preliminary esti- 
mate, The measures adopted by the state in read- 
justing the prices in 1993 had directly pushed the 
general level of commodity prices approximately 2.5 
percent upward. The successful adoption of these 
aforementioned measures had played a significant 
role in improving China’s irrational price structure 
and developing its basic industries. 


6. The system of exercising the macro-control over 
market price was further improved. Since 1993, our 
national economy registered rapid growth on the 
basis of the progress made in the previous year in the 
fields of production, construction, commodity circu- 
lation and consumption. At the same time, some new 
problems and contradictions have also become more 
outstanding. Particularly the excessive issuance of 
currency on the market, the chaotic financial order, 
the rapidly increasing demand for investments and 
consumption and the “bottleneck” effects of infra- 
structura! facilities and basic industries had caused 
the market price to increase on a large scale, and 
further aggravated the inflationary trend. Under this 
situation, the partv central committee and the State 
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Council took command of the entire economic situa- 
tion, and followed the guiding thought that, “in doing 
economic work, it 1s necessary to seize the opportu- 
nity, accelerate the development and pay attention to 
adopting reliable measures while avoiding losses, par- 
ticularly great losses.”’ They decided to adopt a series 
of measures to improve and strengthen the macro- 
control by detpening reform and perfecting the 
market system. They used economic, legal and neces- 
sary administrative means to effectively control the 
economy. After a certain period of time, they had 
attained preliminary results in exercising the macro- 
control. The main signs were as follows: (A) The 
practice of illegal interbank short-term loans was 
curbed. (B) Various kinds of illegal fund-raising activ- 
ities were preliminarily controlled. Saving deposits 
increased on a large scale, and the excessive issuance 
of currency was checked. (C) The exchange rate of the 
RENMINBI had become reasonable. (D) The price of 
producer goods declined to a certain extent, while the 
price of real estate dropped by a large margin. (E) The 
residents were less worried about the inflationary 
trend. 


Il. Forecast of Trend of Market Price Regulation in 1994 


After going through the two years of high-speed growth, 
China's economy had undergone tremendous changes 1n 
its macro-economic environment. The role of its market 
mechanism is gradually being bolstered. The overall 
national strength has been notably enhanced. Initial 
results have been attained in exercising macro-economic 
control, and problems in the economic life have been 
solved to a certain extent. The national economy 1s 
developing healthily, and favorable conditions are being 
created for the development of the reform and opening 
program in an overall manner. The 1990s are the crucial 
stage for developing China’s socialist modernization. 
Chira is faced with an opportunity rarely seen in history. 
In face of the new situation and task, we must not 
hesitate to promote the reform and opening program. 
We must quicken our tempo in building the socialist 
market economic system and develop our economy 
continuously, rapidly and healthily in 1994. For this, we 
must still maintain a relatively high growth rate in 
developing our national economy in 1994. According to 
a forecast made by a relevant expert, the growth rate of 
GNP will be over 10 percent, that of investments in fixed 
assets and that of retail sales will exceed 20 percent. 
Reform will be actively carried out in the fields of fiscal 
levy, finance, pricing, investment, foreign trade and 
enterprise system in 1994. All these will have a great 
impact on the market price in 1994. Meantime, we 
should not ignore the effect of the excessive currency 
issued in 1993 and forget the inertia of the sharp price 
increases in 1993. If we carefully examine the current 
environment which will affect the 1994 market price, we 
will come to realize that there are factors which are 
conducive to stabilizing the market price, while there 
area also factors which will push the market price 
upward. 
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Factors that are conducive to stabilizing the price are as 
follows: 


to 


The financial order had improved, and the financial 
situation became stabilized. (A) Indiscriminate short- 
term interbank loans, arbitrary fund-raising activities 
and the random establishment of financial institu- 
tions were basically stopped. (B) Residents’ savings 
deposits rose every month. As of the end of Sep- 
tember in 1993, the amount of savings deposits had 
reached 1.3867 tnilion yuan, an increase of 232.2 
billion yuan as compared with that at the end of 1992. 
(C) The trend of excessive bank financing was curbed, 
and the supply of currency notably slowed down. (D) 
The specialized banks’ capability to make payments 
was improved. As of the end of September, the rate of 
reserve for the deposits of the specialized banks had 
reached the normal rate of 7.2 percent. 


. The order in fiscal levy improved, and initial results 


were attained in further increasing revenue and 
reducing expenditures. The order in fiscal levy had 
notably improved, and the situation whereby the 
economy during the first half of the year was rapidly 
growing while the state revenue declined was initially 
solved by stopping irrational tax remission and reduc- 
tion practices and dealing severe blows at various 
activities of tax evasion. At the same time, the rapid 
rise in state expenditure was controlled to a certain 
extent. 


. The order in the producer goods market, the stock 


market, the futures market, the foreign exchange 
market, the real estate market and the development 
zones also improved. The announcement of measures 
to exercise macro-economic control such as regulating 
the money market and cleaning up the real estate 
market and the development zones had notably 
curbed the activities of a speculative nature and the 
effects of the “bubble economy.” The signs were: (1) 
the speculative activities on the producer goods 
market had notably weakened, the supply of producer 
goods became more abundant and their prices 
dropped. (2) Some of the development zones which 
failed to meet the specified requirements were abol- 
ished, and measures to continuously clean them up 
were being carried out. (3) There were less invest- 
ments in developing commercial housing projects. 
The prices of real estate in the coastal areas dropped 
by approximately 20 percent. (4) The stock market 
and the futures market gradually became stabilized. 
(5) The exchange rate of U.S. dollars to the REN- 
MINBI on the foreign currency swap market was 
stabilized around US$! to 8.8 yuan. 


Some factors which affected the market price were 
chan ving.(A) The prices of grain, fuel for civilian use 
and building materials which greatly affected the 
general level of retail prices were basically decon- 
trolled in recent years. Their effect will become less 
outstanding on the market price in 1994. (B) The 
prices of many types of producer goods were close to 
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or exceeded the average prices on the international 
market. Their prices are expected to stabilize and 
remain at a higher level. (C) The residents’ psy- 
chology on spending became more matured. There 
were more rational purchasing than panic buying. 
Consumer goods were often purchased in a planned 
manner. (D) Notable changes took place in income 
distribution. More money was set aside for savings, 
housing and purchasing stocks and bonds, while 
spending on consumer goods was often postponed. 


. The rapid growth in national economy increased the 


effective supply of the market, and provided a solid 
materia! foundation for the society to maintain a 
basic balance between supply and demand. 


. All kinds of reform programs were being developed to 


gradually and basically solve problems left over by the 
old system, and ease off the potential inflationary 
pressure. 


The factors which caused the prices to mse were as 
follows: 


to 


The total demand in society remained strong. From 
the point of view of invesiment demand, the growth 
of investment in fixed assets was somewhat weakened 
during the second half of 1993, but it was far from 
being ideal. It was still notably higher than the normal 
amount. This was harmful to maintaining stable and 
healthy development of the economy and stabilizing 
the market. From the point of view of consumer 
demand, the incomes of urban and rural residents 
continued to increase on a large scale. Between Jan- 
uary and September, the incomes of urban residents 
used as living expenses grew 29 percent. The actual 
rate of growth was |2 percent if price increases were 
factored in. The cash net incomes of rural residents 
rose 17 percent. The actual rate of growth was about 
5 percent, if price increases were factored in. The 
consumer demand during the fourth quarter 
remained relatively high. All these would create a 
fairly strong pulling effect on the market price in 
1994. 


. As seen from the financial and monetary situation, 


the new loans extended by the banks and the net 
money supply in 1993 greatly exceeded the targets of 
the state plan formulated at the beginning of the year. 
There was just too much currency on the market, 
which might bring out inflation at any time. Our past 
experience proved that excessive money supply in a 
certain year will affect not only the inflation rate of 
the same year, but also that in the next year. In 
forecasting the 1994 inflation, we must not only 
examine the plan for the supply of money in 1994, but 
also how much extra currency was put on the market 
beyond the state plan in 1993. 


. The financial situation brooks no optimism. 


Although the present financial situation has 
improved somewhat, state revenue 1s still relatively 
difficult. 
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4. The sharp price increases tor energy and raw mate- 
rials and the high costs of capital, foreign exchange 
and labor in the past ‘wo years have pushed up 
production costs, which in turn pushed up prices. 
Enterprises paid more than 30 percent for energy and 
raw materials they used in 1993 as compared with 
1992. The cost of money rose 10 percent, while that of 
foreign exchange by over 20 percent. All these factors 
will inevitably push up production costs, and jack up 
the price. Due to the fact that the pressure of cost- 
push price rises is of a rigid nature, this pressure will 
not become lower in 1994. Nor will it decrease 
because of the macro-economic control. 


5. While the economic growth was holding up, the 
market prices remained high because of the after- 
effect of the excessive currency on the market. 


6. The situation in agriculture also brooks no optimism. 
Although the party central committee and the State 
Council attached great importance to agriculture, 
adopted many specific measures and policies to pro- 
tect agricultural production, and attained some 
remarkable results in 1993, some factors which made 
agricultural production unstable still existed. These 
factors were as follows: (A) The acreage of farmland 
planted with grain, cotton and sugar-bearing crops 
declined. According to statistics, the total area 
planted with all kinds of crops in the whole country 
during 1993 was 1.28 million hectares or 0.9 percent 
less than that in 1992. (B) Investment in agriculture 
was awfully insufficient. (C) The growth rate of peas- 
ants’ income remained low, and the gap between 
incomes of urban residents and those of peasants 
continued to widen. Whether agricultural production 
is stable or not and whether the supply of farm 
products is abundant or not would affect the market 
price. The situation in agriculture during 1993 will 
definitely affect the prices on the market in 1994. 


From an overall point of view, both positive and 
negative factors which will affect this year’s market 
prices objectively exist. Will this year’s market remain 
healthy? The key lies in whether we can exercise our 
macro-control appropriately. So long as we unify our 
thinking, face squarely at the existing problems at 
present, carry out our work in all fields ahead of 
schedule, we will be able to run our market healthily 
and head off serious inflation. 


III. Choices of Macro-Economic Control Policies for 
1994 Market Price Regulation 


From the point of view of macro-economic policies, 
there are mainly three choices for 1994 market price 
regulation as follows: 


The first one is to adopt a overall deflationary macro- 
economic policy similar to the ones in 1988 and 1989. 
The advantage of this kind of policy is that it would 
quickly lower the excessively high commodity prices, but 
the disadvantage is that it would seriously hamper the 
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normal economic growth. Meantime, it would make the 
market weak for a considerably longer period. 


The second one is to purely seek a high economic growth 
rate for a short period, and adopt a laissez-faire attitude to 
market price. At the end, it may bring about serious 
inflation. Finally measures must be taken to lower the rate 
of economic growth. This kind of economic fluctuations 
with drastic ups and downs will not only undermine the 
national economy, but also affect social stability. 


The third one is to adopt the “soft landing” macro- 
economic policy. That is to continuously strengthen and 
improve the macro-control over the national economy, 
and gradually lower the excessively high prices while 
maintaining a sustained, rapid and healthy economic 
development. 


We believe that the third chorce is desirable, because the 
1990s are the crucial years for the development of 
China’s modernization program, and it is necessary to 
maintain a relatively high growth rate in developing the 
naticnal economy. 


From the macro-economic policy point of view, we 
should pay attention to the following tasks in order to 
make sure that we have a healthy market in 1994: 


1. Correctly handle the relation between the economic 
development, the reform program and price stabiliza- 
tion. It is necessary to exercise the macro-control appro- 
priately and head off serious inflation, while maintaining 
a sustained and rapid development of the national 
economy. We should strive to control the rate of eco- 
nomic growth and the general index of price increases to 
approximately 10 percent, and pay attention to the 
following two cordons. The first one is that the growth 
rate of urban and rural residents’ regular incomes should 
not be lower than the rate of price increases. The second 
one 1s to help residents prevent their savings from losing 
their value. The interest rate of their deposits must be 
higher than the rate of inflation. At the same time, it is 
essential to implement the price reform policy of com- 
bining relaxed control with readjustment and making 
steady advance; and do away with the practice of eagerly 
seeking quick results and scoring achievements with a 
single stroke. 


2. The key to strengthening and improving macro- 
control lies in deepening reform. In the course of 
deepening reform, particular attention must be paid 
to making comprehensive use of finance, credit, 
interest rate, commodity price, taxation, wage and 
exchange rate as economic levers and to linking 
short-term readjustments with long-range reform 
measures. Meanwhile, efforts must be made to bring 
into full play the role of the State Planning Commis- 
sion in working out overall plans. 


3. Adopt positive measures, strengthen macro-control 
over investment in fixed assets and enthusiastically 
optimize the investment structure. (1) It 1s necessary 
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to resolutely stop those projects which do not con- 
form with the state industrial policy or those with 
unreliable or improper source of funds, those with 
neither prerequisites for construction nor definite 
future market in order to release some funds for the 
support of major construction projects. (2) It is essen- 
tial to place the newly started projects under strict 
control. (3) Efforts must be made to resolutely 
strengthen the macro-control over the real estate 
business and the development zones. (4) It is neces- 
sary to further standardize the source of funds which 
are used in self-provided investments, and strengthen 
supervision and control over the use of foreign loans. 
(5) It 1s imperative to quicken the tempo in reforming 
the investment system, 


4. Strengthen the control over the basic money supply 
from the central bank. 


5. Lose no opportunity in promoting price reform, and 
maintain a sustained, rapid and healthy development 
of the national economy. The guiding ideology for 
carrying out the price reform in 1994 ts to carry out 
the reform program in an appropriate manner, and 
actively and reliably promote the price reform while 
making sure that the general level of market prices in 
1994 1s lower than that in the previous year. The 
following measures should be carried out: (1) Further 
establish and improve the price mechanism with 
which the price should be regulated by the market.(2) 
Further improve the price system, raise the prices of 
basic industrial products and solve the problem of 
excessively low prices for basic industrial products in 
accordance with the requirements for the develop- 
ment of socialist market economy. It is necessary to 
appropriately and timely raise the price of farm 
products, rationally adjust the state-controlled prices 
of some of the farm products in order to create 
conditions to gradually decontrol the prices of such 
products. In the course of carrying out price reform 
on farm products, particular attention must be paid to 
protecting the interests of the peasants. 


6. Improve the government system of exercising indirect 
macro-control over the market price. (1) It 1s neces- 
sary to gradually establish and improve the price 
control system at the central level and at the provin- 
cial, autonomous regional and municipal level. (2) It 
is essential to make comprehensive use of the eco- 
nomic, administrative and legal means to strengthen 
the administrative work in decontrolling the price. (3) 
Efforts must be made to establish the system of price 
regulation funds and the system for the storage of 
important commodities at the central and the local 
levels; and enhance the capability of the state in 
exercising macro-control over the market price. (4) It 
is necessary to further improve the inspection and 
alert system for market price regulation, and provide 
reliable information and data for making policy deci- 
sions on price formation and regulation. (5) It is 
essential to improve and work out laws and regula- 
tions for market price control. 
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7. Earnestly implement the policy and measures formu- 
lated by the central government on promoting agri- 
culture and strive to stabilize agricultural production. 
As seen from the current situation, we should carry 
out the following tasks well: (1) We must firmly 
implement the various measures to stabilize and 
Strengthen agricultural production after the meeting 
held by the party central committee on rural work. (2) 
We must continue to deepen reform in the country- 
side, regard market development as the main task and 
further improve the market system. We must 
strengthen our guidance in an overall manner, regard 
the protection of agriculture as our central task, and 
quicken our tempo in establishing a mechanism and 
an administrative system for the development of rural 
economy according to the requirements in building 
socialist market economy. (3) We must ensure that 
the governments at all levels spend more money in 
support of agricultural production. They must meet 
the urgent needs for the development of agriculture 
even if they have to temporarily postpone some of 
their industrial projects. We must appropriately raise 
the price of farm products in order to arouse the 
enthusiasm of the peasants in developing agricultural 
production. 


Case Study on Transforming Medium, Small-Sized 
Enterprises 

94CE0427A Sanming ZHONGGUO JINGJI WENTI 
[CHINA'S ECONOMIC PROBLEMS] in Chinese 
No 1, 20 Jan 94 pp 34-37 


[Article by Liu Dehua (0491 1795 5478), affiliated with 
the Tongling Municipal People’s Government in Anhui 
Province: “Reform Practice and Thoughts on the Leased 
Operation of Tongling City’s Medium-sized and Small 
Enterprises] 


[Text] Tongling City is one of the eight comprehensive, 
economic-system, related-reform experiments 
throughout China. To run state enterprises weil, Ton- 
gling has seized “the bull by the horns” in enterprise 
property-rights system-reform, focusing on reform of 
midsize and small state enterprises. As part of my work, 
I have been fortunate enough to participate in and learn 
about this city’s reform of medium-sized and small 
enterprises. | am reporting here all that I saw and 
learned, as thoughts on and a case study in converting 
the operating forces of large state enterprises. 


Tongling City, located along the lower Chang Jiang 
[Yangtze River], is one of Anhui Province’s subordinate 
cities that produces mostly mineral resources. As it was 
rich in copper, it was named the Tongling “SEZ” in the 
1950s, to practice a uniform ownership form and a 
highly centralized planned-management model. Since 
China’s urban economic reform, it had carried out 
enterprise reforms, such as streamlining administration 
and devolving authority to lower levels, introducing the 
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contract system, and merging superior enterprises with 
inferior ones. While these reforms had all generally had 
a certain positive impact in invigorating enterprises, 
none of them had touched on the property-rights system. 
While the dominant profit mechanisms of a market 
economy had not yet been established, with enterprise 
operating efficiency still poor, other simultaneously- 
developing enterprise-ownership forms, such as the three 
kinds of foreign trade enterprises, and private and house- 
hold operations, were as dynamic as wildfire. By the end 
of 1992, the city had 356 independently accounted state 
industrial enterprises at the township level and above, of 
which 88, or 24.8 percent, were reporting book losses, 
with this percentage reaching 42 percent of enterprises 
throughout the city when including potential and hidden 
losses. Once the new financial system went into effect, 
the real percentage would be even larger, with one-half of 
these enterprises in particular trouble, being nothing but 
“empty shells.” If this continued, state enterprises would 
have had ever-narrowing prospects with, in contrast to 
the private economy, equivalent input not bringing com- 
mensurate output, and real advantages not being brought 
into full play. So how could these state enterprises have 
plaved their dominant role? 


After the 14th CPC Congress, Tongling City investigated 
and analyzed the status quo of its state enterprises, 
finding that the apparent causes of its large-scale enter- 
prise losses were a heavy historical burden (debt and 
[over]staffing), the great inertia of the old system, and 
the independent decisionmaking power provided by the 
regulations on converting enterprise [operating] forces 
not only not implemented, but impossible to implement. 
The substantive problems were that government admin- 
istration had not been separated from business manage- 
ment, the conversion of government functions was lag- 
ging, and responsible government departments were 
holding enterprises on a tight string in areas such as 
organizational structure, investment decisionmaking, 
labor employment, and personnel distribution, making it 
hard for enterprises to escape their subordinate status. 
On the other hand, enterprises were beset with difficul- 
ties, so needed government “protection.” While they 
might take a half-step outward, they would finally be 
forced to retreat and ask for government help, making it 
truly a case of “while the cord was not yet cut, things 
remained in chaos.” So we were forced to ask: While 
collective land ownership remained unchanged, how had 
the contract system been able to stimulate peasant initi- 
aive to develop the agricultural productive forces? And 
in the same economic climate, how had private and so 
many township enterprises grown so prosperous? The 
crux of the matter was the establishment of an ownership 
form suited to productive-forces development, to find an 
optimum model combining the workforce with capital 
goods. The property-rights system was the “intermediary 
point” of this combination. The in-depth connotation of 
ownership form was that the legal ownership rights to 
socialist state enterprises belonged to the state. The 
rights to the economic benefits of state ownership were 
realized through market-economy subjects—enterprises 
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managing their assets. Enterprises, as an aggregate of 
their quantitative employees, represented the state in 
protecting and increasing the value of state assets, while 
representing their employees in ensuring steadily higher 
incomes. As market subjects, enterprises needed to be 
commodity producers and managers independent of 
government. As our traditional state-enterprise, state- 
run system evolved under a planned economy, its histor- 
ical burden was great. The current need to convert 
enterprise operating forces to become market oriented 
was also inseparable from government help and promo- 
tion. During the conversion of losing enterprises to 
shareholding, who would subscribe to the shares? Ii they 
were offered for sale, how many would be able or willing 
to buy? It was very hard for enterprises themsives to 
acquire such motivation. The issue was what and how 
the government should help. Government assistance 
could only create the “initial promotional factor” for 
market access, merely help'ng to get started and clear 
obstacles. While it could deliver a part, it could not 
deliver over the long term. This is what produced the 
idea of leased operation of medium-sized and small state 
enterprises. 


In July 1992, the first leased operation began with the 
municipal silk factory. This plant had been in operation 
for 82 years, having over 1,100 employees, fixed assets 
worth 9.8 million yuan, and by the end of 1991, accu- 
mulated losses of more than 13 million yuan, leaving the 
enterprise in a state of less assets than habilities, and 
over 90 percent of its employees drawing welfare bene- 
fits to get by. So in July 1992, the municipal party 
committee and government decided to begin leased 
operation of this factory. In just four months of leased 
operation, efficiency improved and, by year’s end, 
profits and taxes had reached 193,/00 yuan, with the 
enterprise beginning to revive. 


By the time the silk-factory experiment had begun to 
succeed, the municipal party committee and government 
had learned an important lesson: that in order for its 
many medium-sized and small losing enterprises to 
escape their plight, the adoption of the leasing form, with 
full corporate authority for management and operation, 
was probably a good way to convert [operating] forces 
and effectively reverse losses. Without changing owner- 
ship form, this attracted the maximum vital forces of the 
private economy, gradually establishing enterprise oper- 
ating subjects suited to a market economy. In early 1993, 
the municipal party committee and government drew up 
the pertinent provisions and implementation regula- 
tions, which began the widespread reform throughout 
the city of leased operation targeted at medium-sized 
and small industrial and commercial enterprises. By 
September, this city had 40 leased-operation enterprises 
(including sub-factories and shops), leasing 51.39 million 
yuan of state assets and 19.44 million yuan of collective 
assets, distributed in the 11 industries and systems of 
silk, textiles, nonferrous [metals], industrial chemicals, 
power, machinery, coal, light industry, commerce, 
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supply and marketing, and grain, and involving 6,212 
employees, of whom 4,711 were working in leased- 
operation enterprises, with the other 1,501 under the 
responsibility of the labor sector for management, 
training, and reemployment. While the experimental 
enterprises had been practicing this reform for only a few 
months, they were all beginning to show vigorous and 
exuberant vitality, with a great change in the spirits and 
appearance of lessees and employees, an improvement in 
enterprise operating state, and generally better effi- 
ciency. The first 24 experimental enterprises averaged 30 
percent better labor productivity, with clearly higher 
employee incomes and, in addition to payments to the 
state for leasing contracts, realized profits and taxes of 
more than !|.3 million yuan. 


The basic operating practices of Tongling City’s leased- 
operation reform were: 


—Evaluation of assets, inventory of resources, and set- 
ting forth of leasing terms. Based on the operating 
State of the various enterprises, the municipal govern- 
ment leased the assets of midsize and small, state and 
collective, industrial and commercial enterprises to 
individual operation in a compensated form. The 
leases could be of an enterprise’s whole assets, or of 
part of them, such as a shop or a production line. 
Before leasing enterprises, the lessors evaluated enter- 
prise assets according to pertinent state provisions and 
market criteria, setting forth the leasing terms. Based 
on the principle of protecting and increasing the value 
of state assets, the leasing fee rates were set based on 
the reference standards of prevailing bank interest 
rates and the fixed-assets profit rate for the trade, or 
the average fixed-assets profit rate for interrelated 
industries, combined with enterprise realities, making 
them more scientific and fair, to avoid the arbitrary 
“one-on-one” negotiations of the contract system. 


—Public solicitation, and competitive selection of les- 
sees. Open solicitation of prospective lessees, through 
inspection of bidders’ leasing terms and qualifications, 
selectec the best leasing operatons. Leasing contracts 
signed by lessors and lessees became valid upon nota- 
rization by the notary public sector. Leasing terms 
were generally three-10 years, with lessees having to 
pay lessors leasing fees of 5-10 percent of assets, and 
venture guarantees of 1-10 percent of assets. 


—Employee arrangements. Once enterprises began 
leased operations, the former enterprise employee 
Status, cadre ranking, grade wages, state-set labor 
insurance wellare, and pertinent wage adjustmnets 
and subsidies all remained unchanged, recorded in 
employee personnel files, as grounds for determining 
wage grades and transfer and retirement treatment 
once leasing terms expired. Operators had the 
authority to reorganize former employees, signing 
set-term job contracts. From the day on which 
employees began jobs, operators paid their wages and 
determined their incomes on their own. Pensions of 
employees retiring during leased-operation terms 
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operated according to the overall regulations on social 
old-age insurance, with overall insurance payments 
being the responsibility of lessees. Employees leaving 
or waiting for jobs were paid unemployment insur- 
ance, with the labor sector helping lessors in their 
management, training, reemployment, and job choice. 


—Bonded debt and tax policy. While the former enter- 
prise bonded debt was the liability in principle of the 
lessors, 1t could also be entrusted to the lessees. New 
bonded debt incurred during the leasing term was the 
liability of the lessees. Once enterprises became pri- 
vately run, their tax system, rates, and burdens, and all 
other rates, were dealt with as private enterprises. All 
collected leasing-fee, depreciation-charge, and legal 
tax-exemption income was used to pay debts, or 
treated as reproduction-development income. 


—Profit distribution. Leased-operation enterprise distri- 
bution was based on the contract principle of ‘“‘ade- 
quate payments to both the state and enterprises, with 
all of the rest belonging to operators and employ:es.” 


—Financial system. In order to ensure that leased- 
operation enterprises had real cost accounting, 
rational assets liquidity, and accurate financial state- 
ments, lessors assigned personnel to factories. But 
while these personnel carried out oversight, examina- 
tion, and verification, they did not interfere in any 
enterprise decisionmaking or operating activities, with 
their wages and all remuneration being the responsi- 
bility of the assigning units. 


—Operating rights. As to the 14 operating rights pro- 
vided to enterprises in the regulations, except for 
assets-disposal rights (which needed the consent of the 
lessors), all others were transferred to lessees, as well as 
given legal protection, with no department, unit, or 
individual allowed to infringe upon them. 


—Jurisdiction over newly added assets. The jurisdiction 
over newly added assets was set according to the 
principle of the investor being the owner and benefi- 
ciary. As to assets bought with personal income out of 
aftertax profits, as well as with other self-owned lessee 
funds, the property rights and their disposal belonged 
(0 the lessees. 


—Party and mass organizations. Party, CYL, and labor 
union organizations in leased enterprises had to be 
sound. While they were elected according to their 
respective charters, whether such organizational per- 
sonnel were full- or part-time was decided by lessees. 


The reform practice of Tongling City in the leased- 
operation model for medium-size and small industrial 
and commercial enterprises was of farreaching signifi- 
cance in improving enterprise operating conditions, 
raising state-enterprise economic efficiency, reversing 
state-enterprise losses, converting enterprise operating 
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forces, promoting and perfecing the socialist- 
public-ownership property rights system, speeding up 
the conversion of government functions, and fostering 
enterprise subjects suited to socialist markets. 


1. It clarified property rights relations, resolving the 
issue of the lack of ownership-rights status in public 
ownership. Through leasing contracts, the state-assets 
representative, the state, through government or gov- 
ernment-entrusted lessors. was made the representa- 
tive agency for public assets, exercising ownership 
rights. These owners leased assets in compensated 
form to indi, ‘ual operation, acquiring corre- 
sponding owne ship benefits, while lessees, upon ful- 
filling leasing promises, enjoyed full leased-assets 
possession, control, and use rights. In order to ensure 
the protection and increase in value of assets, and the 
operators’ own interests, lessees managed public 
assets as if they were their private assets. In other 
words, as to operating form, this showed the subjec- 
tivization of operating activities. In our traditional 
property rights relations, in which the state was both 
owner and manager, everyone owned assets, while 
being unable to possess them, with all being the 
enterprise owners, but noone being liable for enter- 
prise operating consequences. Governments knew 
only the number of enterprises, but were unclear 
about the amount of assets. So the leased operation 
and inventorying of resources subjectivized the rep- 
resentatives and managers of public assets, to over- 
come the enterprise-subject sham. 


2. It remolded the “four independent” market-access 
subjects. Operators not only acquired from contracts 
widespread operating autonomy, but also broke free 
from the administrative subordinate relations 
between enterprises and government, leaving only 
profit-contract relations tied to property rights. Oper- 
ator job advertisements were not divided by grade. 
While Tongling’s 40 leasing operators had been 
divided into office-level, department-level, and ordi- 
nary workers and cadres, they were now all operating 
on the same level, facing the same markets. As to 
what, how much, and how they would produce, they 
looked only to markets, not to the government. On 
the other hand, the contracts clearly delimited gov- 
ernment behavior, clarifying what government should 
and should not do, and converting the relations 
between government and enterprises from the former 
one of the leaders and the led to one of the servers and 
the served, thus speeding up the conversion of gov- 
ernment functions. The government assumed liabili- 
ties, such as pre-leased enterprise bonded debt, and 
post-leased training and reemployment of those who 
lost or were waiting for jobs, thus sending enterprises 
into the fray with lightened packs. The “four inde- 
pendents” of market subjects, independent opera- 
tions, independent liabiliy for profits and losses, and 
independent self-development and -restraint forces, 
became a geunine possibility. The contract system 
had pluralized enterprise targets, often making 


sweeping assessments of enterprise personnel, distri- 
bution, hiring, and even employment, educaiion, and 
sanitation, making government behavior more busi- 
nesslike, while leaving enterprises with no autonomy, 
not having to be liable for operating consequences. 


. It combined effective growth and restraint forces, 


overcoming the contract system’s “shortsighted 
behavior.” With enterprise behavior marketized and 
enterprise operations subjectivized, the prime respon- 
sibility of operators was to preserve and add to the 
value of managed assets. Tongling City’s leasing con- 
tracts provided that lessees pay 1-10 percent of leased 
assets aS venture guarantee funds, 10 percent of 
leased assets as leasing funds, and 10 percent of 
aftertax profits as assets-guaranty funds, as well as 
setting aside depreciation fund per provision. This 
sharply increased the contractors’ sense of urgency 
and pressure, while giving operators 20-50 percent of 
aftertax profits as operating returns. This genuinely 
consolidated operators’ duties, mghts, and interests. 
With rigorous accounting and auditing systems, 
leased enterprises could no longer become “empty 
shells.” Meanwhile, sharp market competition and 
profit-incentive forces generally kept lessees from 
“shortsighted behavior” that divided and ate every- 
thing up. Tongling City generally set contract terms at 
seven to 10 years. With lessor consent, 80 percent of 
operators upgraded their leased assets, adding related 
equipment to expand production. The earliest exper- 
iments, the Jinxing and Jinshan silk factories, 
invested 170,C00 yuan and 200,000 yuan respectively 
in new fixed assets, as well as setting aside develop- 
ment funds per provision. Employee incomes all 
conscientiously adhered to the distribution principle 
of being lower than both labor productivity and profit 
growth. 


. This perfection and development of leasing was a 


turning point in China’s socialist ownership, enter- 
prise structural adjustment, and property rights 
reform. As a market economy 1s a free economy, legal 
and free operations and assumption of liability are 
features of market-economy subjects—enterprises. 
“Market economy development creates a nonpublic 
economy, whose growth in turn speeds up market- 
economy growth, giving natural ties between the 
market economy and the non-public economy” (in 
the Seventh NPC work report by the industrial and 
commercial alliance). The ownership structure that 
evolved under China’s planned economy, eliminating 
the level-by-level upgrading of individual and private 
ownership, was very unsuited to the needs of a 
socialist market economy. Meanwhile, as most 
medium-sized and small state enterprise operations 
are linked to daily lives in light industry and textile 
products, being small in scale, diversified in category, 
widespread in distribution, and subject to sharp 
change, leasing is more suited to these features, which 
is a key mission of China’s ownership and enterprise 
structural adjustment. Leasing avoids the erosion of 
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public assets, while assimilating the maximum pri- 
vate-economy advantages. Tongling City also pro- 
vided that after leasing, lessees could use 5 percent of 
their aftertax income for enterprise shareholding, 
with 20-50 percent of employee afterincome-tax 
profits converted to shares for investment in enter- 
prises. In this way, these enterprises will gradually 
become jointly owned by the state, the operators, and 
individuals, converting to shareholding or sharehold- 
ing-cooperative systems. Based on their conditions, 
the state (government) can then either take out its 
shares or increase its investment, while responsible 
departments or industrial departments can gradually 
be converted to state-assets operating companies, 
ultimately better suiting China’s industrial structure, 
ownership system, and property rights system to 
market economy development needs. 


While Tongling City’s leasing reform of medium- 
sized and small enterprises has just begun, with many 
issues not yet having fully shown up, it is undoubtedly 
a valuable and bold attempt to speed up the conver- 
sion of public-enterprise operating forces. As to its 
initial operation, it is still subject to certain problems 
that need solved, such as: 


—How to set scientific and fair lease-fund percentages. 


—The matter of the inequity between lessee-assumed 
risk and state-assets loss risk. 


—The fund shortage, with lessees having great difficul- 
ties resolving working capital shortages on their own. 


—The relations of enterprise party, labor union, and 
CYL organizational establishment and activity to 
private operators. 


Another problem is that concepts do not convert 
easily. While enterprise losses brought hard times, 
this was considered an unavoidable matter, with no 
use in placing blame. While leased enterprises have 
turned losses into profits, so that times are better, 
there are invariably hangups and misunderstand- 
ings about converting public enterprises to the 
lessee’s profitmaking mindset, leaving lessees with 
concern about possible disturbances. Losses left an 
easy conscience, while profits cause uneasiness, 
which is also a conflict. 


Former Official Comments on Enterprise Reform 


94CE0395A Beijing JINGJI RIBAO in Chinese 
4 Mar 94 p 5 


[Article by Special Correspondent Xiao Siru (5135 0934 
1172) and Staff Reporter Liao Guoliang (1394 0748 
5328): “Difficulties and Countermeasures In the Macro- 
scopic Basic Mix: An Interview With Zheng Yuliang”’] 


[Text] Zheng Yuliang was born in 1934 in Shanghai. 
After graduating from China People’s University in the 
History Department's undergraduate course in July, 
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1961, he studied Western European economics at Fudan 
University, Shanghai, and for eight years studied Western 
economics at Fudan University’s Capitalist Countries 
Economic Research Institute. In October, 1985, he was 
appointed as CP General Secretary in Xuzhou City, and 
in March, 1990, he was appointed Mayor of Shenzhen. In 
October, 1992, he was appointed Deputy Governor of 
Jiangxi Province. He now holds concurrent appointments 
as Professor at Fudan University and the China People’s 
University. 


Question: In a market economy, self-operated enterprises 
and consumers making consumption choices of their 
own free should be the microscopic foundation of the 
entire market economy. With the cancellation of com- 
modity supply licenses and development of a consump- 
tion area, consumers’ sovereign rights are being fulfilled. 
Therefore, the most prominent feature of China’s micro- 
scopic structural foundation is this point of self opera- 
tion and vitality problems for enterprises. What do’ you 
think are the difficulties and problems? 


Zheng: The greatest success of the past more than a 
decade’s reform has been the breakthrough in the situa- 
tion of state-owned enterprises dominating the economy, 
enlivening the nonstate-owned economy (especially the 
privately owned economy) encouraging it to survive 
through market competition and to develop. Contrasted 
to this, the achievements of reform in the key area of 
state-owned enterprises have turned out to be not very 
satisfying. For many years, cities which centered their 
reform efforts on state-owned enterprises tried out many 
reform plans: these range from invigorating self- 
operational rights, implementing multiple pattern 
responsibility systems, converting profits to taxes, reor- 
ganizing the external environment for industries by 
making price reform breakthroughs, down to the present 
contracting system and joint stock system experiments. 
Although the production and operations system in state- 
owned enterprises has improved, the problems of slug- 
gishness, low efficiency, lack of ability to self-adjust and 
a slow pace in adjusting the mix are still very prominent. 


The key to integrating the socialist system with the 
market economy lies in finding a way to fulfill state- 
owned property rights under the market economy. And 
this is also the difficulty. In a market economy situation, 
some enterprises become bankrupt, but more enterprises 
are started and develop. becoming the motive power for 
adjustment of the industrial mix and technological 
progress. The state-owned enterprises we have now are 
hard to match up with this sort of adjustment procedure. 
This is most prominent in the two features of adminis- 
trative restrictions brought on by social restrictions and 
the twisting of government’s role because of enterprise 
adjustment under the old pattern of distribution. 


In the first place, the state-owned enterprises that we 
have built up over several decades are at the same time 
a society. Employment of family members, education of 
the children, housing, providing for the elderly, and 
cultural life all became a part of enterprise management. 
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This is determined once an enterprise is formed, it must 
develop steadily, it 1s difficult to bankrupt and clear 
accounts. Although we have come a long way in invigo- 
rating enterprises since implementing reform and 
opening, a tendency to be short of revenue has meant 
that matters which should have been handled by society 
have continued to be left to enterprises. Financial pres- 
sures and social burdens on enterprises grew constantly, 
and certainly placed obstructions in the path of reform 
moving on to free competition. Therefore, 1) enterprises 
bear heavy burdens with low ability to self-develop, and 
with old facilities and technology. They lack the ability 
to adjust themselves to suit market competition, referred 
to as being ‘old, weak, and frequently ill.” If this fact is 
not taken into account, it will be hard for any kind of 
measures for converting the operational system to work. 
2) Employment: since we chiefly consider it from the 
standpoint of social stability, pursuing the employment 
rate becomes our objective, and we often put two and 
even more people in a single job; staff and their family 
members have a relationship with enterprises which 
cannot be severed. 3) Siate-owned enterprises have very 
little capital of their own: their production and opera- 
tions are dependent for the most part on loans from 
state-owned banks, and for some enterprises which lack 
sufficient capital to repay their loans, banks are their 
biggest creditors, so that bankruptcy means bankruptcy 
for the bank too. Although the laws governing dismissal 
of staff and enterprise bankruptcy are clearly defined, 
they are very hard to implement. 


A second point ts that it 1s currently impossible to sever 
the relationship that exists between government and the 
development of enterprises: first, because the govern- 
ment relies on enterprises to resolve social problems, so 
that when losses by enterprises harm the staff's social 
lives, they will definitely turn to the government to 
resolve their difficulties. Second, the government still 
has the right to review and approve projects, and can 
influence bank loans. Three, the government holds allo- 
cation rights for energy, transportation, and important 
good resources. Fourth 1s the subjective relationship that 
exists between operators named by the government and 
government at higher and lower levels, a situation where 
organizational reform lags behind the conversion of 
governmental functions. This is a long-standing problem 
with state-owned enterprises, and it has to a considerable 
degree restricted enterprise reform and the pace of 
converting the operational system. 


Question: In these circumstances, how do we speed up 
converting the operational system in state-owned enter- 
prises? 


Zheng: The key to speeding up converting the operating 
system of state-owned enterprises lies in fulfilling state- 
owned property rights. The way to do this 1s to reorga- 
nize state-owned enterprises into a modern enterprise 
system. All the regulations and laws of market economics 
are based on clear property relationships; strictly 
speaking, they are all property laws and regulations. The 
separation of ownership rights and operating rights 
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should be a separation which is founded on clear prop- 
erty rights and under the condition of property restric- 
tion. The state-owned enterprises should have not only 
the operators’ initiative power system, but also a system 
of balances; this is not just to invigorate the enterprises, 
but also to maintain the state’s restrictive function as the 
owners’ representative. So, it can be implemented on 
two levels of separation: separation between final own- 
ership rights and legal person ownership rights; and 
separation between legal person ownership rights and 
enterprise operational rights. 


The ultimate owners will become enterprise share- 
holders, owning stocks, and the enterprises will have 
legal person rights as independent legal bodies under- 
taking civil responsibility. In this level of separation, 
enterprise boards of directors act as legal owners respon- 
sible for ultimate ownership, having the occupational 
rights to enterprise property, rights of use and handling, 
while the ultimate owners have the right of ultimate 
profit income. The ultimate owners only undertake 
responsibility for debts of enterprises limited by the 
amount of pledged assets 1n that enterprise; based on the 
shareholders trust in them, the board of directors will 
have full powers to run enterprise property and under- 
take operational responsibility. This forms the property 
organizational system in modern enterprises. The second 
level of separation of two rights is appropriate separation 
of operating rights and ownership rights. This means that 
the enterprise management is nominated by the board of 
directors, and production, supply and sales, personnel, 
property, and goods are managed in detail by managerial 
staff, and they are responsible for implementing oper- 
ating policy, having enterprise operating rights. The 
ultimate ownership restricts operations and manage- 
ment in enterprises by means of the modern enterprise 
organizational form, letting them endeavor to make 
maximum profits and in the end continue to both the 
state’s and the individual’s property. 


In China, enterprises are going in the direction of system 
reform which will establish a new type of enterprise 
system in which the modern joint stock corporation is 
the substance, realizing a separation of property rights 
under value formation and material object formation 
and unification of socialization of property and clarifi- 
cation of enterprises’ property rights. This direction for 
reform of the enterprise system in China shows that 
reorganization of joint stock enterprises should become a 
major content of enterprise reform. 


In reorganizing state-owned enterprises into a modern 
corporate system, the key is to accomplish the separation 
of ownership rights and legal person ownership rights 
restricted by the state-owned property rights responsi- 
bility. In corporations, the state acts as the stockholder 
or one of the stockholders, entrusting the directors to act 
as its agent, participating or forming the board of direc- 
tors, while the board of directors independently assumes 
civil responsibility for enterprises’ property. Having the 
right of property handling, they can pay off debts with 
their property and make up losses. As the ultimate 
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owner, the state assumes only limited responsibility for 
enterprises, which completely removes the enterprises 
from the state’s “big iron pot.” The state reviews the 
performance of the board of directors and makes deci- 
sions On its members’ appointment and dismissal on the 
basis of value preservation and value added to assets 
authorized by the state and profits gained from the 
property; the board of directors makes the decisions 
concerning the selection and appointment of managers. 
A system of mutual encouragement and balance among 
owners, operators, and workers will be established inside 
enterprises. To form an association between property 
rights and responsibilities, actually pushing the state- 
owned enterprises to market will not only protect the 
state-owned property rights, and restrict enterprises’ 
short term activities, it will also not directly interfere 
with enterprises, completely implementing their 
self=operating rights. 


Question: What are the difficulties involved in con- 
verting the state-owned enterprises in accordance with 
the modern enterprise system? 


Zheng: Besides having to resolve the social restrictions 
on enterprises, there are many complex problems 
involved with running the enterprise which must be 
resolved. The first of these is, how to form the state- 
owned assets property rights representatives (members 
of the board of directors)? The problem here lies in the 
operational system which produces cadres: can the cur- 
rent personnel system guarantee the selection of talent 
who are not only responsible to the state but also good at 
operations in leadership positions in enterprises? The 
second is, how do we delineate quantity and quality of 
property rights? Meanwhile we must reject nonmanage- 
ment factors concerned with enterprises’ achievements. 
There is a question here concerned with perfecting the 
information and evaluation system and making it fair. 
The third is, how to establish relationships of responsi- 
bility, rights and profits between members of the board 
of directors and losses or profits of state property rights: 
by what means do state property rights management 
departments restrict them? These three questions are 
unavoidable for us in the joint stock system trial, and 
must be resolved after thorough study. From this, we can 
see that reform of the state-owned enterprises is actually 
involved with reform in every aspect of the political and 
economic systems, and relies on perfecting the market 
system. 


Question: What points should we work on in order to 
speed up converting to the new enterprise system? 


Zheng: The reform practice of making the state owner- 
ship system match up with the market economy both 
overseas and in some parts of China has provided us 
with experience for probing into the problem of accom- 
plishing state-owned property rights in the market 
economy. 


1) Continue to encourage development of the nonstate- 
owned economy (including the nonpublicly owned 
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economy), thereby putting the state-owned enterprises 
increasingly into the environment of nonstate-owned 
economic market competition. The leading role of the 
public economy cannot be judged simply on the bases 
of its proportion and quantity; even more important 
are territory, quality, its status and role in the joint 
stock economy. 


We should first of all do a good job of perfecting 
State-owned asset increments. One, have state 
projects raise capital by floating shares, which means 
that the state pledges a part of its assets and other 
economic component parts to form joint stock enter- 
prises under the management of joint stock system 
regulations; two, manage newly invested production 
lines, workshops, and branch plants of enterprises 
through the new operating system implement a con- 
tractual system and hiring system for staff and cadres, 
protecting socialization. Three, encourage joint 
mutual stock among enterprises to build up new 
enterprises or workshops, under joint stock system 
management. 


On the basis of delineating property rights for large and 
medium scale state-owned enterprises, through the 
gradual distribution of property rights, gradually 
change over to multi-patterned enterprise structures 
with the state owning property rights, the state holding 
shares, and the state participating in stocks. In the 
prese”* situation where the state has a bigger portion of 
the c., ital for running enterprises, we can go the way of 
dispersing it into the different main parts of property 
rights profits; for example, exchanging some of a cred- 
itor’s rights for stock equity, breaking down the state 
capital enterprise into joint stock enterprises in which 
shares are held by the central government, localities, 
commercial banks, industrial departments or enter- 
prises, with the different profit groups assigned mem- 
bers of the board of directors by the amount of shares 
they have, and the enterprises managed by joint stock 
system regulations. 


As for small scale state-owned enterprises, 1t would be 
inappropriate to adopt the enterprise system as their 
property organization system. They can adopt such 
forms as “state ownership, run by local people” or sell 
the state-owned property rights, transferring the oper- 
ating system. Lease the legal person ownership to 
local people (natural persons or operational bodies of 
a joint stock cooperative system) and let them run the 
enterprises. Some small scale state-owned enterprises 
which are unsuitable for state joint stock system 
management can go the way of auction, selling and 
transferring property rights with a charge as one sort 
of direct and effective means. We should realize that 
auctioning state-owned enterprises is not a reduction, 
and still less a loss, but rather a transformation of 
state-owned assets from material objects to a form of 
value; indeed, it is a kind of structural adjustment, a 
means of perfecting the distribution of assets. 
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5) For basic industries and public utilities which must be 
jointly managed and operated by the state, such as 
posts and telecommunications, railways, water conser- 
vancy, etc., and for large scale resource industries, the 
key lies in improving their operating model. The state 
controls management staff by clearly defined regula- 
tions concerning responsibilities, rights and profits, 
appointing and dismissing managers according to their 
operational performance, while management of 
internal personnel and property must suit the market, 
to form a competitive initiative system. 


Statistics Bureau Researcher on Further 
Macroeconomic Regulation 


94CE0367A Beijing GUANLI SHIJIE [MANAGEMENT 
WORLD] in Chinese No 1, 24 Jan 94 pp 54-59 


[Article by Qiu Xiaohua (6726 2556 5478) of the State 
Statistical Bureau; edited by Jiang Dongsheng (5592 
2639 3932): “The Current State of the Economy and the 
Next Stage of Macroeconomic Regulation and Control 
Countermeasures” ] 


[Text] As 1993 is history and 1994 is here, a review of 
China’s economic operations over the past year leads to 
the general conclusion that our economy is operating on 
a sustained high-speed track, with our 1993 GDP up 
about 13 percent from 1992; our macroeconomic regu- 
lation and control has begun to bring results, with some 
improvement of the excessive chaos in our economic 
order, and the overail situation developing in a positive 
direction. But existing problems remain glaring, and we 
are still waiting for the arrival of a good economic cycle. 
In the next stage, we will need to pay attention to 
controlling our macroeconomic regulation and control 
dynamics, by continuing to adjust and optimize our 
economic structure, striving for development in the 
midst of intensified reform, and solving existing prob- 
lems while developing, in an effort to keep our national 
economy developing both quickly and soundly. 


I. Our Macroeconomic Regulation and Control Brought 
Positive Results, With Our National Economy 
Continuing To Grow Rapidly 


In 1993, the Chinese economy went through an operating 
process of sharp change, with our macroeconomic climate 
gradually easing up, and the situation tending to stabilize. 


At the beginning of 1993, all parties were full of enthu- 
siasm for seizing opportunities, staiting projects, and 
striving for speed, with a great amount of construction 
going on, and accelerated economic growth. In the first 
quarter, our GDP was up 14.1 percent from the same 
period in 1992, with all reproduction links showing 
strong growth momentum. Meanwhile, our macroeco- 
nomic climate was showing signs of being too tight, with 
the overall assessment of our prosperity being that we 
had entered a “red-light” zone, our finance, banking, 
commodities, and foreign exchange all showing signs of 
being out of balance, and all parties beginning to worry 
about whether our economy was too booming. 
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By the second quarter, pushed by high investment and a 
large money supply, our economic fever did not subside, 
forming a climate of getting going and going all out, with 
all of our key economic indicators in a skyrocketing 
state. By June, our industrial production growth rate had 
reached 30.2 percent, with our fixed assets investment 
growth rate at 76.7 percent, our retail commodity sales 
growth rate at 28.4 percent, and our money supply 
growth rate at 54.1 percent, all at peak values for the 
economic cycle, and the overall assessment of our pros- 
perity being a continued flashing of the “‘red light.” 
Meanwhile, inflationary pressures began to be released 
faster, with market price rises entering the 10-percent 
warning zone, and all parties beginning to feel that our 
economic operations had begun to deviate from a basi- 
cally normal track. But by the third quarter, the center 
took a series of steps to tighten macroeconomic regula- 
tion and control, beginning to produce certain results in 
economic activities, which could be seen mainly in the 
following three areas: 


A. Our Economic Disorder Definitely Improved, With 
Our Macroeconomic Climate Gradually Stabilizing, and 
All Investment Components Restrained Somewhat. 


1. Our financial order improved, with our financial 
situation tending to stabilize, which could be seen in 
a clear rise in savings deposits, and in the curbing of 
arbitrary lending, fundraising, and establishment of 
financial institutions. Starting in May, savings 
deposits grew more each month than in the same 
months in 1992. They grew 20.8 billion yuan in May, 
33.2 billion yuan in June, 40.5 billion yuan in July, 
36.2 billion yuan in August, and 31.1 billion yuan in 
September. By July, overall savings deposits had 
begun to reverse their state that had appeared for a 
time since the beginning of the year of less growth 
than in the same period in 1992. From June through 
September, they grew 141 billion yuan, 80.3 billion 
yuan more than in the third quarter of 1992, growing 
again in October and November 36.4 billion yuan and 
33.6 billion yuan respectively, for respective growth 
higher than in the same months of 1992 of 20 billion 
yuan and 19.7 billion yuan. This played a very crucial 
role in changing the conflict of the overall shortage of 
bank fund sources. For the first half, bank loans 
increased slowly, due mainly to the appearance in our 
economic activities of “a plate with no funds,” 
exactly opposite to 1992’s “funds with no basket.” 
And then in the two months of July and August, we 
had to implement the spirit of recouping loaned 
funds, so that until 15 August, our whole banking 
system was essentially controlling quite tightly the 
granting of loans. By the end of August, our banking 
system’s net loan-fund balance was only 55.2 billion 
yuan, which had been 105.9 billion yuan at the 
beginning of the year. But by the end of October, as 
our overall specialized-bank provision-fund-rate had 
picked back up to over 10 percent, higher than 
normal, with banks equipped with the possible terms 
to maintain stable credit-fund growth, our financial 
situation had tended to improve. Meanwhile, on our 
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foreign exchange conversion market, the exchange 
rate of the RMB to the U.S. dollar had stabilized at a 
more rational position of 8.7:1. 


. Our tax-revenue order improved, with progress in 


increasing revenues. On one hand, we had overfulfilled 
our treasury-bill sales, bringing 30.5 billion yuan into the 
treasury by August, with tax revenues clearly up. Our 
revenues for the third quarter were up 27.3 percent from 
the same period in 1992, changing the situation of high 
economic growth with low revenue growth, with our 
overall revenue growth up from the first halfs 1.4 
percent to 11.4 percent for the first three quarters. By the 
fourth quarter, with the approach of tax-sharing reform, 
state revenue for October and November grew at a 
sustained rate of over 40 percent. State revenues were up 
for the first 11 months 18.3 percent from the same 
period in 1992. Of course, in our revenues, certain 
localities did a crash job of storage to expand their 
revenue bases, resulting in some false components. 


. Our circulation order began to improve, with capital 


goods prices down but stable, and our overall capital 
goods supply and demand having undergone a great 
change, in which the phenomenon of profiteering and 
speculating in capital goods was clearly restrained, 
with prices back down. Construction-use rolled steel 
prices are now back down from June’s 4,100 yuan a 
ton to 3,050 yuan, and are in a sustained decline. 


Our stock market, futures market, real estate, and 
development zone order improved, beginning to get 
onto a more standardized control track. In our eight 
coastal provinces, autonomous regions, and munici- 
palities, the number of development zones was down 
from 1,200 to only a little over 200, with others still 
being inventoried. Our real estate also cooled down, 
with real estate prices in the coastal zone back down 
about 20 percent, now in a basically stable state. Our 
futures and stock markets grew stably, with our 
overall economic order beginning to improve, and 
speculation clearly down. 


B. Our Economy That Had Been Overheated for a Time 
Began To Cool Down, While Generally Still 
Maintaining a High Growth Rate. 


Our excessively high industrial growth rate receded 
somewhat. Our industrial growth rate dropped from 
June’s 30.2 percent to 25.2 percent for July, 23.4 
percent for August, only 19.1 percent for September, 
and down to 16.4 percent by October. Later, as the state 
eased credit, the enterprise fund-shortage conflict 
improved somewhat, with production growth halting 
its drop to rebound to 18.9 percent by November, for 
growth of 22.7 percent for the first 11 months. 


. Investment expansion was controlled somewhat. Our 


national investment rate peaked in June at invest- 
ment growth of 76.7 percent for state units, then 
dropping to 71.3 percent for July, 58.1 percent for 
August, and further to 56.5 percent by September. 
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New project starts were also definitely controlled, 
down by 3,300 for the third quarter. In October and 
November, state-unit investment growth basically 
stabilized, for an average growth rate of about 56 
percent, with investment for the frst 11 months at 
552.7 billion yuan, up 63.9 percent from the same 
period in 1992. Meanwhile, national priority con- 
struction certainly increased, with sharply increased 
investment in the transportation and post and tele- 
communications industries in particular, where 
growth for the first 11 months was more than double 
that for the same period in 1992, to top 20 percent of 
overall investment for the first time. 


. Markets were brisk but stable. Consumer goods mar- 


kets grew more stable by the month, with consumer 
purchasing intentions changing from the first half’s 
buying of basically expensive, high-quality commod- 
ities as a hedge against inflation to more normal 
consumption starting in July, when the prices of 
expensive, high-quality commodities clearly fell back 
to stabilize the overall consumer goods market. Our 
retail commodity sales growth rate of 28.4 percent for 
June and 26.5 percent for July dropped to 23.8 
percent for August and further to 21.6 percent by 
September. And while it was 21.1 percent in October 
and 22.9 percent for November, for a certain pickup, 
it was up only 22.3 percent for the first 11 months as 
compared to the same period in 1992 and, when 
adjusted for inflation, the last half’s consumer goods 
purchases were down, showing that consumption had 
cooled somewhat. This was more evident in group 
consumption, where the first halfs high growth of 
more than 30 percent dropped back to a little over 20 
percent for August and September, and further to 
under 20 percent by October and November. In 
capital goods markets, the sales drop was even more 
obvious, with the first halfs capital goods sales 
growth of almost 50 percent back down to 27.3 
percent by the third quarter, including a sharp drop of 
3.6 percent for September, with some capital goods 
changing to oversupply, which was more evident 
particularly in the motor vehicle market. 


. Government spending was controlled somewhat, with 


spending growth for the first half at 12.5 percent, but 
only 1.3 percent for July through September, bringing 
the growth down to 7.3 percent for the first three 
quarters, for a definite change in the high growth of 
spending. But in October and November, stimulated 
by tax-sharing reform and affected by the peak 
spending period, spending grew at a sustained high 
rate of over 30 percent, bringing growth for the first 
11 months to 13.9 percent. 


. Our money supply growth rate was clearly down. As 


to the available M, that reflects the money supply (in 
the narrow sense), the M, growth rate was basically 
normal for July, at 19.7 percent for August, 20.4 
percent for September, and also basically stable at 
about 20 percent for October and November. This 
shows that potential inflationary pressures had begun 
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to weaken. For the third quarter, 19.2 billion yuan 
less currency was put into circulation than in the same 
period in 1992 and, while this figure rose somewhat 
in October and November over the previous months, 
it was still lower than for the same period in 1992. 
This monetary state shows that the fastest results 
achieved in this macroeconomic regulation and con- 
trol were a clear control of overall monetary demand, 
the response to which in economic activities will show 
up gradually. 


As our economy cooled down, the tight relations 
between supply and demand began to improve with 
the gap down nearly four points from the first half. 
Our macroeconomic-monitoring index-system shows 
that our overall economic operations have dropped 
back from the middle and upper limits of the “red- 
light” zone to the upper limit of the “yellow-light” 
zone. 


. Our Reform and Opening Intensified Steadily. 


. A high tide of reform was surging, with macroeco- 
nomic reform plans about to go into effect throughout 
China, overall national market reforms making clear 
progress, and the enterprise mechanism-conversion 
having begun. Our market-regulation role 1s now 
growing sharply, with regulation-establishment in 
intense progress. 


. Our opening to the outside world was vigorous but 
stable. (a) We spent more foreign investment. For the 
first four to five months, foreign investment in China 
was brisker, with our signed foreign-investment 
agreement amounts and actual spending of foreign 
investment both essentially doubling and redoubling. 
In the first 10 months, we actually spent over $17 
billion in foreign investment. (b) Our foreign trade 
grew steadily, grossing $164.2 billion for the first 11 
months, up 16.5 percent from the same period in 
1992 which, in light of the overall international 
situation, was not bad. (c) Our international tourism 


maintained its good momentum, with the numbers of 


visitors to China and foreign exchange earnings both 
growing faster. 


Il. The Problems Facing Us Remained Quite Glaring, 
Which Could Be Seen in Three Areas: 


A. Market Prices Rose Sharply, Making 1993 the Third 


Year Since Reform in Which They Rose More Than 
10 Percent. 


In the first 11 months of 1993, our national retail 
prices rose 12.4 percent, with cost-of-living prices up 
13.9 percent, of which new price-rise factors made up 
over 80 percent. Prices rose more than 10 percent in 
all 30 provinces throughout China. Urban prices rose 
even more, with employee cost-of-living prices for the 
first 11 months in the 35 large and medium-sized 
cities up 19.3 percent from the same period in 1992. 
Glaring price problems remained prevalent. But why 
was our economy cooling down while prices remained 
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high? And why were over 90 percent of our consumer 
goods markets in long supply or basically balanced as 
to supply and demand while market prices were still 
rising sharply? My personal view 1s that the contrast 
or lack of synchronization between high price rises 
and a cooling economy was due mainly to: 


1) As prices are a lagging indicator, the high prices were 
an aggregate lagging reflection of previous high 
economic growth, a loose money-supply policy, and 
sharp price-reform dynamics. As to economic 
growth, price levels are tied to economic prosperity, 
which phenonenon exists not only in developing 
countries, but also in developed ones where, every 
time economic growth accelerates, inflation 
worsens. In 1992. once we began to enter a stage of 
high-speed growth, prices also rose faster, with 1992 
price rises picking up to 5.4 percent, reaching 6.8 
percent by December. In 1993, prices rose 8.4 per- 
cent in January, 10.2 percent in March, 10.9 percent 
in April, 12.5 percent in May, 13.9 percent in June, 
14.9 percent in July, 15.1 percent in August, and 
14.5 percent in September, which was tied to the 
previous sustained high-speed economic develop- 
ment. As to the money supply, 1988 growth of the 
money supply in the narrow sense, M,, fell below 10 
percent, bringing correspondingly lower prices. But 
beginning in 1992, M, accelerated to 20-30 percent, 
reaching a high of 41 percent by April, bringing 
corresponding price rises. But as M, growth for 
August 1992 was down to 19.7 percent, it is esti- 
mated that this began to impact 1993 prices in the 
second quarter. Of course, supposing that fourth- 
quarter M, growth did not rebound too sharply, to 
jump to about 30 percent, with prices not falling, 
then the linkage between M, and prices was even 
tighter. As to reform dynamics, by the end of 1992, 
our prices were market regulated for over 90 percent 
of our overall market consumer goods, about 80 
percent of our capital goods, and around 95 percent 
of our foreign-trade commodities. As over 80 per- 
cent of our whole market commodity prices were 
market regulated, it could be said that our com- 
modity price-reform was basically completed. Such 
a large reform dynamic was bound to impact future 
prices. But as the price-reform dynamic weakens, 
the lagging effect will also abate, bringing less 
market price pressures. 


2) The difference between market prices and com- 
modity consumption elasticity and consumption 
Structure was linked to the resulting difference in 
the commodity price-rise structure. On one hand, 
consumer goods consumption elasticity differed, 
bringing varying price rises. When consumption 
elasticity 1s large, rising prices lower purchasing 
volume, but when consumption elasticity 1s small, 
prices rises do not bring sharp changes in pur- 
chasing volume, as demand remains relatively 
stable (basically constant). Most of the faster rising 
prices were for commodities or services with less 
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consumption elasticity which, whether supply and 
demand were balanced, rose as much as state 
policy-rises. For instance, as grain, water and 
power, and gas were all indispensable to daily life 
or replaceable only on a small scale, once the 
government raised prices, their prices went up too. 
In the first three quarters, basic-necessity prices 
rose about 20 percent, with the impact of price 
rises for food commodities alone accounting for 
over 50 percent of overall price rises. Just the 
opposite, price rises were lower for commodities 
with greater flexibility, including popular goods of 
dependable quality, such as ordinary clothing and 
articles for daily use, for which price rises were 
mostly under 8 percent, with some even falling 
Let this be a warning to policymakers that basic- 
necessity prices must not be decontrolled, in order 
to prevent constant market price mses that would 
affect livelihood stability. 


On the other hand, consumption-structure differ- 
ences also affected prices. As incomes rose, con- 
sumption grades also went up, with attention to 
watching higher market price rises for expensive 
commodities, new products, new designs, and new 
styles, such as name-brand color TVs and dress 
fashions, showing the impact of high consumption 
by the high-income strata, making one feel that 
prices were changing and rising sharply. These two 
factors reflected cost-drive as well as demand-pull. 


The RMB was sharply devalued. The exchange 
rate to the U.S. dollar was only a little more than 7 
yuan at the beginning of 1993. but had reached 1) 
yuan by June, and has now stabilized at about 8.8 
yuan. This devaluation was also a factor in higher 
price rises. With import costs up sharply, the lack 
of confidence in the RMB brought market insta- 
bility and price rises. As these price rises involved 
both normal and abnormal factors, they need a 
conscientious and detailed analysis. 


B. Our Macroeconomic Regulation and Control Remained 
Subject to Unresolved Problems, Conspicuously in the 
Following Four Areas: 


1) Funds were tight and shortages large. After June 


1993. enterprise deposits fell monthly, down 73.3 
billion yuan for June through August. By the end 
of August, enterprise deposit growth was at 4.1 
percent, nearing the danger point. And while 
enterprise deposits rose somewhat after October, 
their growth remained at only a little over 5 
percent. This fund shortage was caused by: (a) The 
overall structure was stil too large. Accumulated 
investment growth was over 60 percent, with 
industrial growth above 20 percent, still too high, 
with fund demand also too high. (b) The fund- 
orientation structure was irrational. All sorts of 
rebates turned some funds into consumer funds, 
“losing a piece’; finished-product funds increased, 
“tying up a piece’; enterprise bankruptcies and 
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losses “wasted a piece.” (c) Large price rises (with 
enterprise purchasing price rises of 35.5 percent in 
the first three quarters for raw materials and 
power) “ate up a piece.” (d) While side doors were 
closed, main doors were not opened promptly, 
bringing slow results, with overall supply “down a 
piece.’ Lending growth was nearly 40 billion yuan 
less for the first eight months. This included a 
working-capital-loan ratio of only 33.7 percent, 
one half normal. In September, conditions 
improved somewhat, with the working capital loan 
ratio up clearly, which was estimated to have eased 
the enterprise fund shortage. 


‘ Production was divorced from sales, with addi- 


uonal arrears. By the end of November, the 
accounts-due balance for budgeted state enter- 
prises throughout China had topped 220 billion 
yuan, up more than 50 billion yuan from the same 
period in 1992. Enterprise mutual arrears once 
again grew conspicuous. And funds tied up in 
finished products also rose quickly, up 18.4 per- 
cent from the same period in 1992. 


Production stoppages or semi-stoppages increased. 
Not only were large and medium-sized state enter- 
prises operating under capacity, but certain small 
enterprises were also having trouble operating at 
full capacity. Not only was the manufacturing 
industry seeing limited production, but the raw 
materials industry also had unused production 
capacity. Not only heavy, but also light industry, 
was Suffering from underproduction. 


Efficiency was down. The realized profits of bud- 
geted state industrial enterprises dropped 22.1 
percent from July to August, more than 10 percent 
from August to September, and another 20+ per- 
cent from September to October. By the end of 
November, losing enterprises had expanded fur- 
ther to 37.3 percent. Our overall efficiency 
improvement was clearly falling, with increasing 
losses. While this was caused partly by new finan- 
cial systems in certain enterprises, as weil as by 
other factors, the weakening of the “speed” and 
‘“price-rise” type efficiency was also a key factor. 


C. Our Economic-Development Imbalances Remained 
Glaring, With Ne Clear Structural-Adjustment 
Progress. 


1) Our regional-development imbalance further 


t 


sharpened, with our eastern region's production, 
construction, consumption, and income growth 
clearly higher than in our midwest region, and the 
coastal-interior gap continuing to widen. For the 
first three quarters, coastal-zone production, con- 
struction, and consumption growth accounted for 
over 60 percent of our national growth. 


Our industrial-development imbalance remained 
glaring. While we reaped better agricultural har- 
vests, with grain and edible o1] output setting new 
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records, the enterprise lack of stamina did not 
improve, with the imbalance between industry and 
agriculture still existing, still no great improve- 
ment in our supply shortages of transportation, 
power, and key raw materials, and “bottleneck”- 
industry limitations still troubling national eco- 
nomic development. 


3) Our urban-rural income-distribution imbalance 
grew more severe. While rural incomes grew 
slowly, with rural market-realization remaining 
low, our urban residents had not yet broken free 
from the “big-pottism” setting, so were continuing 
to eat out of the “two big pots” of the state and 
enterprises, taking advantage of all sorts of dex- 
terous means to squeeze out public interests, 
which gave them sustained high income growth to 
sharpen the gap with rural residents. 


_— 


4 
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Our international payments imbalance sharpened. 
Exports grew slowly on one hand, while imports 
increased quickly on the other, making our trade 
imbalance more evident, and making 1993 our 
first year of trade deficit since 1990. Our trade 
deficit for the first 11 months of 1993 topped $7 
billion and, without effective control, will increase 
further. Meanwhile, our export-earnings rate was 
low, with our import-payments rate high, reducing 
the amount of foreign exchange that the state 
could amass, and posing a new threat to our 
maintenance of the necessary foreign exchange 
reserves. 


These many imbalances show that our economic 
system and operating forces remain obviously irra- 
tional. While these imbalances may not have a sharp 
short-term impact on our overall economic develop- 
ment, they are still a hidden peril that might touch off 
national economic instability. So if we do not elimi- 
nate them promptly, but rather let them grow, they 
are likely to have an adverse impact on China's 
economic development, as well as having a negative 
effect on our social stability. 


Ill. Thoughts on Macroeconomic Regulation and 
Control Policy Measures for the Next Stage 


As to the current state of our economic operations, we 
need to pay attention to preventing two deviations: (a) 
Impatience to make our high economic growth and price 
rises fall back, by taking steps to increase our overall 
regulation and control dynamic, instead of making a 
structural monetary adjustment, which might cause our 
economy to cool down too quickly, and lose us the 
chance for stable growth. (b) Overemphasis on enterprise 
problems, instead of an appropriate easing of our overall 
regulation and control dynamic, particularly by making 
credit too easy, which might affect our economic “soft 
landing,” to set off another economic overheating. So we 
hold that our general 1994 economic principles should 
be to consolidate our overall regulation and control 
successes, expand our structural-adjustment dynamic, 
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sharply raise our economic efficiency, continue to rectify 
our economic order, and go all out to intensify all 
reforms. Our overall 1994 economic plans should 
remain as set forth in 1993 in Central Document #6: 
GDP growth rate and price rises both under |0 percent, 
with a corresponding fixed assets investment scale of 1.4 
trillion yuan, up about 20 percent from 1993's estimated 
figure (with the rough growth of real work volume at 
about 8 percent), retail consumer goods sales growth 
remaining around 20 percent; loan scale controlled at 
$00 billion yuan, currency issue controlled at 150 billion 
yuan, and money supply in the narrow sense (M,) growth 
rate controlled at about 25 percent; export growth main- 
tained at approximately 10 percent, essentially balanced 
with imports; the ratio between overall supply and 
demand controlled at under 5 percent. In order to keep 
our economy growing at an appropriate rate while fur- 
ther controlling inflation, we hold that our macroeco- 
nomic regulation and control in the next stage should 
pay attention to grasping the following areas: 


i. We need to appropriately grasp our reguiation and 
control dynamics. Generally, while the three+ months 
of macroeconomic regulation and control of our 
economy since July 1993 have essentially stabilized 
our macroeconomic operations, bringing some 
improvement to our overall relations between supply 
and demand, we are still not on an essentially normal 
track, with our 1993 ratio of demand exceeding 
supply probably still higher than the rational level of 
5 percent. Meanwhile, our microeconomic problems 
are growing. So we need to pay great attention to 
grasping the macroeconomic regulation and control 
dynamic, focusing our energies on our structure. 
Quantitatively, the key will be to control money- 
supply channels, by tightening control of fixed assets 
investment, and strictly controlling new-project 
starts. As to fund orientation, we need to tighten 
ordinary-assets investment, while easing basic- 
industry investment and working-capital loans. We 
suggest maintaining our 1994 ratio of working capital 
to all new loans at about 50 percent, while raising our 
basic-industry investment-loan ratio up to approxi- 
mately 20 percent. 


2. We need to continue to rectify our economic order and 
improve our macroeconomic management. Rather than 
saying that the most glaring problem 1n our previous 
economic operations was “overheating,” we had best 
say that 1t was “too much chaos.’ While our previous 
rectification has somewhat improved our current 
economic order, the source of the “chaos” has not yet 
been rooted out, so that the chaos 1s stil likely to recur 
once control 1s eased. Our current priorities for fur- 
ther clearing up and rectification are: (a) We need to 
genuinely and thoroughly dislink banks from the 
entities that they are running, in order to keep them 
from remaining actually connected. (b) Along with an 
appropriate easing of credit, we need to firmly stop 
bank funds from infiltrating through various means 
into large “bubble-economy” fields, such as stocks 
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and real estate, while continuing to recoup all illegally 
loaned funds; (c) We need to tighten tax-collection 
management, to stop up tax “flight, fraud, dripping, 
and avoidance,” with the priorties being to better 
control enterprise value-added taxes and individual 
income taxes. (d) We need to tighten our foreign trade 
management, in order to maintain stable export 
growth, in an attempt to basically balance or keep a 
slight surplus in our international payments, to main- 
tain the necessary foreign exchange reserves. (ec) We 
need to tighten our market pricing control, with our 
priorities being to strengthen our policy guidance of 
basic daily necessity prices, by curbing arbitrary price 
rises and fee collections, so that living standards are 
not affected sharply. 


. We need to intensify our structural adjustment, by 
investing more in basic industries. Incrementally, we 
could consider at least the following three ways to 
ensure that basic industry gains: (a) We could appro- 
priately pool finances to raise the percentage of 
spending on basic-industry investment, which should 
now be raised gradually to more than 10 percent. (b) 
We could issue special bonds with preferential 
interest rates, and intensify shareholding-system 
reform or set up special funds, to provide long-term 
and stable fund sources for basic industrial develop- 
ment. (c) In line with our banking system reform, we 
could speed up our establishment of a policy bank 
with the main function of raising funds for basic 
industry. As to reserves, we should mainly use enter- 
prise operating-forces conversion and property-rights 
system reiorm to activate asset reserves, in order to 
achieve the optimum disposition of public resources. 


. We need to continue to stabilize our agricultural pro- 
duction to increase peasant income. (a) After the 
central rural-work conference, we need to conduct an 
overall one-time investigation of pertinent rural-work 
principles and policies, in order to better implement 
all steps to stabilize and strengthen agriculture. (b) We 
need to increase the fund investment in agricultural 
production by governments at all levels, making a 
determination to go forward with the building of key 
water conservancy facilities on farmland. (c) We need 
to pass on to peasants as soon as possible the signals 
about higher purchasing prices for farm and sideline 
products, in order to stimulate peasant development 
and production initiative, so that they can make all 
advance preparations to rationally adjust their culti- 
vation intentions. (d) Based on stable agricultural 
production, we need to continue to vigorously 
develop township enterprises, in crder to accelerate 
the shift of the surplus agricultural workforce to 
nonfarm industry. 


. We need to do a conscientious job of all pre-reform 
preparations, in order to advance all reforms actively 
and reliably. While our current tighter macroeco- 
nomic regulation and control has already created a 
favorable climate for further reform progress, the 
problems exposed through regulation and control are 


also calling for as early reforms as possible. Our 
overall reform thinking has now been essentially 
clarified, with the priorities being to do a good job of 
all early-stage preparatory work: (a) We need to do a 
good job of overall work related to reform timing, 
pace, and all aspects, in order to ensure orderly 
reform progress. (b) We need to do a good job of all 
media-orientation work, in order to create a suitable 
social climate. (c) We need to study the psychological 
and economic sustainability of al! parties for reform 
actions, by grasping the rational dynamic to reduce 
social repercussions. (d) We need to do a good job of 
preventing conflicts and errors that might arise in the 
course of reform-plan implementation, by drawing up 
the necessary contingency plans in preparation for 
implementation mishaps. (ec) We need to do a very 
good job of combining reform with growth, in order 
to promote reform, while mainta iing the appropriate 
economic growth rates. (f) We need to combine 
reform with anti-corruption and advocacy for hon- 
esty, in order to ensure public support for reform, by 
eliminating the disruptive impact of corruption on 
reform. (g) We need to combine reform with a sound 
legal system, by developing legal institutions to pro- 
mote smooth reform implementation, in order to put 
reform and opening on a legal track to prevent reform 
mistakes. (h) We need to combine reform-plan uni- 
formity with regional-development imbalances, 
paying attention to dealing with each case on its 
merits, to ensure that reform actions take real effect to 
become the voluntary behavior of all areas. (i) We 
need to better combine macroeconomic reform with 
microeconomic reform, by ensuring that macroeco- 
nomic reform truly becomes a motivation for inten- 
sified microeconomic reform, in order to pave the 
way for further stimulation of our productive forces. 
(j) We need to better combine reform with opening, 
by pushing China's economic system to operate better 
according to international practice, in order to pave 
the way for the Chinese economy to more smoothly 
enter the international market. 


Experts Comment on Growth, Investment Rates 


94CE0394A Beijing JINGJI RIBAO in Chinese 
16 Mar 94 pl 


[Article by Zhang Shuhong (1728 2562 4767): “Thoughts 
on Two Percentages: For Development, ‘Look to Nine,’ 
for Stability, Look to ‘Ten”™”’} 


[Text] Listening to a Chinese People’s Political Consul- 
tative Conference committee deliberate a “government 
work report,” I was often reminded of two figures, one is 
the nine percent 1994 economic growth rate index and 
the other is the 10 percent 1994 price control index (that 
is, to control price inflation to below two digits). A 
committee member said these are two crucial percent- 
ages concerning whether the economy can sustain rapid 
healthy growth and overall stability. 
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So, what are the implications of the two percentages, and 
what do they signify’ 


Starting Out With Iwo 13 Percent 


The evening before the “two meetings” [the Second 
Session of the Exghth NPC and the Second Session of the 
Eight National Committee of the CPPCC] convened, the 
State Statistical Bureau published statistical reports on 
1993 national economic and social development, in 
which most attention was drawn to two percentages: one, 
gross domestic product grew | 3.4 percent over 1992, and 
two, the retail price index rose 13 percent over 1992. 


Two 13 percents: one good, one worrisome. The good 
news !s that the national economy continued to sustain a 
relatively high growth rate on top of 1992’s high rate 
The 13.4 percent implies that 1993 had the highest 
one-year growth since 1985. This growth was higher than 
the world’s liveliest economic region—the average Asian 
economic growth rate is seven percentage points, enough 
to astound the world. The worrisome thing 1s that price 
inflation was too high and inflationary presure has not 
completely subsided. Committee Member Zhou Zhiying 
{0719 0037 5391], deputy director of the economic 
research center of the state statistical committee, 
explained that price inflation greater than two digits 
occurred in 1993 for the fourth and fifth times since the 
country was founded. 


One good, one worrisome news also can be regarded as 
both good and bad. The committee members believe that 
rapid growth is good but it brings along such issues as 
serious restraint “bottlenecks,” too large a scale of fixed 
asset investment, and severe inflation. The secret worry 
of an “overheated economy” lies behind the high speed. 
Overly high price increases are bad but at the same time 
in 1993 a rather large step was taken in price reform. The 
situation of rather low base product prices and infra- 
structure charges 1s changing. This is of important sig- 
nificance for promoting the formation of market mech- 
anisms, so the situation also can be called happiness 
amidst worry. 


Nine Percent: The Best Integration Between Pace and 
Results 


Committee Member Xiong Xingmei [3574 1840 5019], 
executive director of Nankai University’s International 
Economic Research Institute 1s working on the research 
topic of “economic growth and forecasting.” He brought 
along a research paper in which they concluded from a 
model analysis that in 1994 an economic growth rate of 
about nine percent (eight percent to 10 percent) was the 
best choice. Committee Member Xiong was entirely 
happy that the results of their research happened to 
coincide with state planning goals. 


Committee Member Xiong feels that growth rates 
greater than |) percent are unsuitable, otherwise, we will 
pay a price for sustaining overly high growth rates. 
Actually, such a price has begun to emerge. Input growth 
rates far and away surpass actual! economic growth rates 
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and economic results are fal ling. The contradictions of 
an irrational economic structure and imbalanced 
national economic sectors are more prominent each day. 
The pressure of inflation clearly is great. Overly fast 
growth also has given rise to export growth reductions 
and faster import growth. Furthermore, high speed 
growth allows no optimism for the resource and environ- 
mental situation. 


It will not do to have rates too fast yet slower speeds are 
unacceptable. Low speed is contrary to the people of the 
nation’s desire to seize good opportunities and accelerate 
growth. Furthermore, overall, China’s economy still is a 
“speed and efficiency type” of economy; improved results 
depend on higher speed. Deceleration naturally means 
slumping results, greater losses for enterprises and less 
fiscal income, or overall tension in the economic situation. 
Likewise, this is something we do not wish to see. 


The way for China’s economy to sustain steady, fast, 
healthy growth is to unite high speed with high results. 
Committee Member Xiong believes that the best mix- 
ture of speed and results is about nine percent. 


What is the basis for “10 percent”’? 


During the discussions a committee member asked: 1s 
there any basis for proposing the price index be held 
below 10 percent? Was it chosen arbitrarily? 


Ot course there is a basis. Committee member Zhao 
Haikuan [6392 3189 1401 | explained, according to cur- 
rent international standards, a price index below three 
percent is acceptable inflation. Medium range inflation is 
between four percent and 10 percent. Serious inflation ts 
over 10 percent. Thus, theoretically, 10 percent 1s the 
dividing line between general and serious inflation. 


Committee Member Zhao believes that considering the 
broad desires of the masses and cadres, controlling the 
price index to 10 percent still is rather high. However, 
seeing that in 1993 the growth rate was 13 percent, and 
at the same time we also want to maintain a relatively 
high growth rate, thus, in see king truth from facts, 
controlling the price index within 10 percent is not a bad 
result. It is a positive goal. 


Although in 1993 such a high price rate did not give rise to 
social problems, would it be alright to exceed 10 percent in 
1994? Commit tee Member Wang Shiying [3769 0013 
$391] replied: No. Practice proves that the theory of 
inciting economic growth with inf] ation is untenable. We 
must not forget that this index is based on the price levels 
of 1993 which rose too quickly and wild ly rather than 
merely seeing that 1994 goals are in no great danger. We 
cannot overestimate the masses’ forbearance. 


Another critical 30 percent 


We must both allow the economy to sustain a rather high 
rate of growth and also control the tendency of prices to 
rise too quickly. This is a dilemma. A common critical 
factor affecting the realization of these two goals 1s the 
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matter of the scale of investment in fixed assets, 
concretely expressed as investment rates. 


The so-called investment rate 1s a ratio between the scale 
of fixed asset investment and gross domestic product. 
This is a commonly used international index to measure 
whether the rationality of fixed asset investment scales. 
Committee Member Zhou Zhiying explained, referring 
to foreign practices, summing up China’s economic 
growth experience and lessons of the past 10 or so years, 
an investment rate less than 30 percent 1s appropriate. If 
over 30 percent, all economic relationships will become 
tense. In 1987 and 1988 investment rates exceeded 30 
percent and the economy was “overheated.” There was 
double digit inflation for two consecutive years. 


What has been the situation in the past several years? In 
1992 the investment rate reached 32.7 percent. At the 
beginning of 1993 when plans were formulated, the need 
to control investment rates to within 30 percent was 
proposed. But in the course of implementation invest- 
ment scales rose. Ultimately, in 1993 the investment rate 
reached 37.7 percent, up five percentage points over 
1992. In 1994, plans call for fixed asset investment of 1.3 
trillion yuan. The investment rate still will be higher than 
32 percent based on a nine percent forecasted gross 
domestic product. The effect on all economic relation- 
ships cannot be called optimistic. 


Therefore, Committee Member Zhou Zhiyine empha- 
sized that we definitely must really do a good job of 
macroeconomic readjustment and control. In particular 
we must strictly control overly r apid growth in the scale 
of fixed asset investment and truly stress a superior 
investment structure, ensuring that each development 
and construction goal is met, providing a relaxed 
environment to promote reform. 


Wu Jinglian Advocates Earnest Implementation of 
Reform Measures 


94CE0453A Beijing JIDIAN RIBAO in Chinese 
No 2, 10 Mar 94 pp 7-9 


[Article by Wu Jinglian (0702 2417 8834): “On the 
Infeasibility of an Inflationary Policy, and Basic Ways 
To Implement All Reform Measures” 


[Text] The situation facing the Chinese economy in 1994 
may be described in the phrase: Vast opportunities 
coexisting with huge risks. If this assessment 1s right, 
when drawing up macroeconomic policies, we will have 
to act on the principle of seizing opportunities for a great 
leap in reform and development, while avoiding too 
sharp risks. 


We say that China now has better opportunities than 
other countries because 15 years of reform and develop- 
ment have established certain economic-system, mate- 
rial, and technological grounds for much future develop- 
ment, enabling the current bursting forth of the long- 
suppressed potential vitality of our ancient civilization. 
In particular, the long-awaited reform assault decided on 





ECONOMIC 8 


by the 14th CPC Congress and the Third Plenary Session 
of the !4th CPC Central Committee has made 11 possible 
for the Chinese economy, through market economy 
development and operation, to overcome certain deeper 
conflicts still troubling 1. If the program of the 14th CPC 
Congress and the Third Plenary Session of the 14th CPC 
Central Committee is implemented successfully, the 
Chinese economy will be able in the near future to get 
onto a path of sustained, valid, and rapid growth 


But our path to an economic takeoff and a new upsurge 
will not be smooth. While the change 1m tactics as a 
refuge from past storms that we have adopted through 
reform in the past dozen or so years had its positive 
aspects, it has also left blind spots in certain crucial 
sectors of our national economy, accumulating a number 
of deeprooted conflicts that are obstructing the smooth 
progress of reform and development. In particular, the 
two conflicts of inflation and the lack of vitality of state 
enterprises, not only are causing many public complaints 
but, if not dealt with promptly, could easily affect our 
economic and social stability. 


Faced with this situation. some economists are advo- 
cating the adoption of tactics that could be called “curb- 
ing recession with inflation.” They say that while infla- 
tion is harmful, the losses created by currency 
devaluation are the same for everyone and, while 
everyone will complain about them, noone will be par- 
ticularly discontented, nor will anyone take the lead in 
making trouble about them. But recession differs in that 
if factories operate under capacity, causing lower wages 
or unemployment, it will be hard to avoid a negative 
impact on social stability. So they favor the adoption of 
a “loose” monetary policy, by providing plenty of funds 
and market demands to state enterprises that are now in 
trouble, to maintain their operations and worker 
employment. But while those in favor of an expan- 
sionary monetary policy based on protection of state 
enterprises argue it plausibly and at length, it 1s certainly 
hard for me to agree with such an argument for the 
following reasons: |) It is wrong to say that inflation does 
not have severe social consequences. While overall price 
rises certainly create the same devaluation losses for 
every yuan of money, the harm they cause to various 
individuals is absolutely different. In an inflationary 
State, commerce is better than industry, with hoarding 
and profiteering in turn being better than commerce. 
The group most negatively affected 1s the wage-carning 
and salaried strata, while profiteers on the other hand 
can fish in the troubled waters to get very rich by foul 
means. These not only are facts that we all know, but 
even more so are history that we of this generation have 
experienced personally. 2) Using monetary expansion to 
alleviate the difficulties of state enterprises 1s like 
drinking poison to quench one’s thirst. While the current 
difficult plight of state enterprises has many causes, the 
main one is system factors. The only way to ensure that 
they essentially overcome these difficulties to recover 
their glory 1s by determining to reform our enterprise 
system and overall economic climate. While enterprises 
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of course need help out of their immediate difficulties, if 
they need subsidized relief, then it should come through 
“open subsidies,” not the “large-scale irrigation” 
method of universally providing low-interest loans (actu- 
ally negative-interest loans). This is because that can 
only lower fund-use efficiency, forming a vicious cycle of 
inflation—lower efficiency—worse inflation, even 
evolving into a difficult and complicated case of macro- 
economic inflation coexisting with microeconomic 
enterprise recession. 3) The theoretical grounds of the 
abovementioned policy proposal, the theory that low 
unemployment can be maintained only at the cost of 
high inflation, have long since been debunked by 
Western economics as a misapplication of the “Phillips 
curve.”’ All modern economics textbooks say that even 
based on the Phillips theory of a negative correlation 
between unemployment and inflation, a society's unem- 
ployment depends not only on inflation, but even more 
importantly on its place in the Phillips curve. In some 
economies, the maintenance of zero inflation comes only 
at the cost of very high unemployment, while in others, 
zero inflation is not accompanied by too high unemploy- 
ment, which is absolutely possible to keep within socially 
sustainable limits. So Western economists seem to have 
learned a lesson from the disastrous effect of “stagnant 
expansion” caused by the use of a macroeconomic policy 
of displacing unemployment with inflation. Noone any 
more regards an inflationary policy as a panacea for 
curing recession and unemployment, seeking rather for 
remedies in areas such as promoting technical advances, 
optimizing economic structures, enhancing competitive 
capability, and paying attention to human resources 
development. As to China, in addition to striving to 
upgrade our own modern economics knowledge, we had 
best assimilate certain lessons from the ultimate conse- 
quences of the 1987 plan to ease difficulties by the 
“flooding-of-the-pump method.” 


In light of this, our current strategy should be to reassert 
the consensus reached in mid-1992, that to overcome 
immediate difficulties and avoid greater risks, the basic 
way is through reform. In this respect, a currently very 
popular viewpoint seems to be wrong. This viewpoint 
sums up the cause of the severe inflation danger as the 
many reform measures taking effect in 1994, corre- 
spondingly holding that a valid means to prevent severe 
inflation is to slow reform. This viewpoint is wrong 
primarily because it does not conform to the facts. We 
know that there is a 10-month process of inflationary 
pressures from excess monetary accumulation to release 
through price rises. Once inflationary pressures begin to 
be released, they accelerate steadily. China’s current 
round of inflationary pressures has accumulated in the 
course of our early-1990 reform delay and growth accel- 
eration. These pressures began to be released in the last 
half of 1992, being somewhat eased through the tighter 
macroeconomic control of July and August 1993, but 
then reaccelerating due to the loosened monetary policy 
of September through November 1993. Market 
economoy operating principles tell us that the direct 
cause of inflation, or steadily rising overall prices, is 
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invariably an excess money supply causing an imbalance 
between overall supply and demand. Without this con- 
dition, rising prices for any particular commodity cannot 
Cause a steady rise in overall prices. But with 11, certain 
reasons (such as tax rate adjustments and interest rate 
changes) can always be found to raise prices. Moreover, 
as prices have been essentially deregulated, even without 
excuses, Sellers’ higher prices can always be accepted by 
some buyers. So the attempt to slow reform to curb 
inflation and ease enterprise difficulties basically cannot 
achieve its objectives. On the contrary, as China’s eco- 
nomic inflationary pressures and enterprise difficulties 
are created essentially by lagging reform in crucial sec- 
tors and the coexistence of dual systems, adopting such a 
roundabout method to overcome difficulties could result 
only in just the opposite of what we wished. 


The basic thinking of the “Resolution” by the Third 
Plenary Session of the 14th CPC Central Committee on 
proceeding with overall reform in all areas was mght. 
While the application plans for reforms in all areas 
drawn up in the spirit of this programmatic document 
still contain certain flaws and loopholes, they are still 
generally nght. The current issue is whether these reform 
measures can be genuinely implemented. 


Organizing the implementation of such major reform 
actions in 1994 will be a very difficult task. 


On one hand, as our economic system is an overall 
system, with mutual ties and restraints among its various 
systems and system links, all reform actions need to be 
closely coordinated. Particularly in launching such a 
large-scale reform-offensive campaign as in 1994, coor- 
dination among all front armies wiil be decisive. For 
whatever reason, if the actions of a front army or even a 
small platoon are obstructed, so that it cannot reach its 
scheduled position at the designated time, this will check 
the actions of other units, even causing the whole cam- 
paign to fail. As to the reforms that are taking effect in 
1994 in areas, such as tax revenue, banking, foreign 
exchange, enterprises, and social security system, in 
whatever aspect or link that does not keep pace, the 
economic system cannot work effectively in that area. If 
reform does not occur in one area, the whole market 
economy system cannot operate effectively. Taking 
banking reform for instance, its basic substance is to 
upgrade our investment system on planned economy 
terms to a financing system in a market economy, 
including items, such as making sound central bank 
functions, commercializing specialized banks, estab- 
lishing financing markets, marketizing deposit and loan 
interest rates, and setting up a policy financing agency. If 
only one of these reforms does not occur, none of the 
others can achieve the expected results. For instance, 
while various new financial institutions have been estab- 
lished in line with banking-reform application plans, as 
long as deposit and loan interest rates remain under hard 
regulation by administrative organs, retaining the low 
and even negative interest rates on planned economy 
terms, the newly established financial institutions may 
be called “commercial banks,” but can only be old wine 
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in new bottles, meaning that the effort was in vain. This 
is because artificially prescribed low-rate terms can 
mean only an open or covert rationing system, not 
commodity circulation through free market exchange. 
This 1s an unchangeable rule. With man-made mainte- 
nance of real negative-interest rates for bank loans, funds 
can be distributed only with certain administrative 
authority. At which time, if the planned investment 
system has been abolished, things can turn even worse. 
This is because on planned-economy terms, administra- 
tive fund distribution has to occur in principle through 
certain plans formulated to achieve balance while, with 
neither money markets or investment planning, all is 
dependent merely on “patting the heads” of the admin- 
istrative officials who make the examination and 
approval decisions. When the public financing system 
cannot work effectively, this makes it hard for all 
reforms in other areas to succeed, as well as having a 
severe impact on economic operations, including normal 
enterprise operations. 


On the other hand, as there are so many uncertain factors 
in economic activities, we need to pay close attention to 
the development of events, responding promptly to 
changing circumstances. Especially when carrying out 
such a reform offensive as in 1994, as there are not 
precedents to follow, we can neither require all measures 
to to be designed flawlessly in advance, or expect their 
execution to be exactly mght or perfectly done. More- 
over, in the course of implementing predetermined mea- 
sures, misunderstandings or conflicts of interests may 
produce deformities and distortions. And when there are 
new situations, issues, and flaws that had not been 
considered in advance, there is even more need for 
prompt adoption of forceful emergency steps to resolve 
them. 


All of this shows that the key to seizing opportunities and 
avoiding risks 1s earnestly implementing all reform mea- 
sures that have been put into effect. In this respect, firm 
command, oversight, and coordination are the most 
decisive factors. If this is done well, our overall reforms 
will have won their first victory, laying real ground for 
the smooth growth of the Chinese economy. 


PROVINCIAL 


Causes, Effects of Unbalanced Sex Ratio 


94CE0308A Hong Kong NAN PEI CHI [PERSPECTIVE] 
in Chinese No 238, 18 Jan 94 pp 52-53 


[Article by Ch’ Miao-miao (7871 3267 3267): ““Mainland’s 
70 Million ‘Bare Sticks’!”’] 


[Excerpts] [passage omitted] In 1992 the population 
surveys in some provinces and the fourth national census 
showed: On the mainland the male-female sex ratio has 
already become unbalanced. In the total population, 
males accounted for 51.45 percent and females 48.55 
percent, and there were over 36.8 million more males 
than females; in the 25- to 49-year-old age group, the 
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number of single males was 15 times the number of 
single females, accounting for 7.78 percent of the total 
population of males in the same age group. In Jiangsu 
Province more than 720,000 males of marriageable age 
have not yet married, and for females the same figure is 
only 42,000; in Ningwu County, Shanxi Province, the 
male-female sex ratio in the rural population is 121-100, 
und in the 20-35 age group the ratio is 150:100. What is 
noteworthy is: The younger the age, the higher the 
proportion of males rises and the lower the proportion of 
females falls. In Hunan Province, there are 2.5 million 
more males than females, and among children aged one 
to nine there are 460,000 more males than females; in 
Jiangling County, Hebei Province, before 1984 the ratio 
of male and female births was 105:100, in 1989 this ratio 
rose to 127.45:100, and by 1991 males accounted for 75 
percent of the total number of births in that year. The 
rapid increase in the proportion of newly born male 
children constitutes a new, serious threat to the balance 
between the two sexes in the mainland population. 


The results of the census and the surveys showed the 
mainland population’s birth rate was 19.68 percent and 
the male-female birth ratio was 114:100; of the over 23 
million persons born every year, over 3.6 million more 
males were born than females. Making calculations 
based on these figures, by the end of this century the 
mainland will have over 30 million more males, and, 
coupled with the present over 36 million, at that time 
there will be the large contingent of 70 million “bare 
sticks’! [passage omitted] 


However, who is tolling the alarm bell? 


China is a country that for several thousand years has 
had the idea of regarding men as superior to women, and 
many people, to this day, believe that “there are three 
major offenses against filial piety, among which not 
producing an heir is the gravest.” 


Following the implementation of the basic national 
policy of family planning, the idea of “extensive cultiva- 
tion” lost its market. Therefore, people found a new path 
and wrote a “composition” on the target of having only 
one baby. After the “secret recipes” and “tricky moves” 
of quacks and herb doctors, witches and sorcerors did 
not work, “B-Ultrasound,” which sees clearly into the 
human body, has become the “secret weapon” for 
distinguishing the sex of a fetus. 


For a time the “B-Ultrasound” room became the most 
popular clinic in a hospital. Before daylight, outside a 
“B-Ultrasound” room a long line would form, a line in 
which one young pregnant married woman after another, 
accompanied by husband or family member, waited for 
the “verdict” given by the “B-Ultrasound.” 


No matter whether you admit it or not, “B-Ultrasound” 
has already entered the mistaken area of interfering with 
the gradual increase in human births, and is now 
becoming, or has already become, one of the latent 
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factors in throttling the life of female fetuses, ruining the 
health of pregnant women, and causing an imbalance in 
the male-female sex ratio. 


Perhaps more grevious 1s that science has succumbed to 
the lure of money. Certain “B-Ultrasound” operators 
whose medical ethics are on a slippery slope, at the least 
serious, do relatives and friends a favor by giving them, 
without authorization, the “answer” to a fetus’ sex; at 
the most serious, under the offensive of money, they lose 
their principles and, with this as a condition, take bribes, 
break rules, and reveal the results of “B-Ultrasound” 
fluoroscopy. Isn’t this a corruption of medical ethics and 
conscience? 


Drowning, abandoning, as well as maltreating to death 
girl babies are also important causes of the unbalanced 
male-female sex ratio. To give birth to a male child who 
whill “continue the family line” and also to not need to 
pay a large fine for exceeding the birth quota, some 
familes who have already given birth to a girl child have 
taken extremely cruc! countermeasures. At depots, 
docks, as well as by the side and under the eaves of 
residences, one often sees abandoned baby girls crying. 
In Xinhuang Dong Autonomous county, from 1987 to 
1989 a total of 103 abandoned babies were discovered, 
98 percent of them girl babies; in the past year the 
Oujiangcha Agency of Suivang County took in and cared 
for 110 abandoned babies, all of them female. [passage 
omitted] 


In certain poor and backward mountain areas, the 
problem of “bare sticks,” caused by the serious imbal- 
ance in the sex ration, has already become quite serious. 


The effects caused by the unbalanced sex ratro—the loss 
and harm—are difficult to predict and impossible to 
remedy; they not only run counter to the principles of 
demographic biology, but are also a factor that increases 
social instability. In poor mountain areas, where there 
are many males and few females, there are many fan- 
tastic anecdotes that cause people to not know whether 
to laugh or cry; there are cases of losing morals and 
ethics, of going against laws and regulations, and even of 
causing inhuman tragedies. [passage omitted] 


On a mountain range where the borders of Shanxi and 
Shaanxi provinces meet, there 1s a six-member family: an 
old man nearly 70 years old and five young and vigorous 
sons. It 1s an homogenous male world. The five brothers 
of the He [0149] family are “bare sticks” who had 
experiences to the fullest the bitterness of solitary life. 
One day Brother Five took a wife to share his bed. The 
remaining four brothers were both envious and jealous; 
physiological impules caused them to do some things in 
front of their sister-in-law that were very unseemly aud 
that at ume even made spectacles of them. The old man 
knew the reason for all this very well, and he did a “job” 
on Brother Five, saying: “A white steamed bun that one 
person has exclusive possession of 1s not savory; let 
everybody share in eating a little of 11.” Ignorant Brother 
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Five unexpectedly agreed to this unreasonable request 
made by his father. [passage omitted] 


Hong Juan [4767 1227], a girl from west of the Huang He 
and Xiang Yun [4382 7189), a boy from east of the Huang 
He, were fellow students in a junior middle school. They 
studied and played together, they had a quite harmonious 
relationship. Three years after graduation Hong Juan gave 
her love to Xiang Yun. 


Hong Juan’s love for a boy from another place and 
another clan was resolutely opposed by her family, clan 
members, and fellow villagers. There was every reason 
for their opposition: in this clan and village, the ratio of 
unmarried men to unmarried women was nearly 2:1, i.e., 
out of every two men one could not get a wife. To 
thoroughly block any opportunity for Hong Juan and 
Xiang Yun to meet, they put Hong Juan under house 
arrest and forced her to become betrothed to one Ren 
Lin [0088 2651] of this village. 


On a pitch-black night, Xiang Yun led some men to 
make a “suprise attack” on Hong Juan’s house and 
snatch the girl away to east of the Huang He. Seeing that 
his “quasi-bride” had been snatched away, Ren Lin 
mustured a force of over 100 clansmen from this village 
to wage a hot pursuit. East of the Huang He a defense 
had early been prepared, and a force of close to 100 men 
had been mustered. On the embankments east and west 
of the Huang He the two sides engaged in a tense 
confrontation. Fortunately, leaders of villages and towns 
and comrades of the public security police substations 
rushed up in good time and restrained the two sides from 
engaging in a vicious fight. [passage omitted] 


Jiangxi Provincial Government Work Report 


940 M02604A Nanchang JIANGXI RIBAO in Chinese 
3 Mar 94 pp 1, 2 


{Report by Jiangxi Governor Wu Guanzheng (0702 1351 
2973): “Government Work Report Delivered at the 
Second Session of the Eighth Jiangxi Provincial People’s 
Congress on 25 February 1994”] 


[Excerpt] [passage omitted] This year [1994] will be a 
crucial one in pushing forward with system reform to 
establish a socialist market economy, as well as an 
important one for focusing our energies on building our 
infrastructures faster to push Jiangxi’s economy as 
quickly as possible to new heights. We must certainly 
take Comrade Deng Xiaoping’s theory on building 
socialism with distinct Chinese characteristics and the 
Party's basic line as our guides, as well as fully imple- 
menting the spirit of the 14th CPC Congress and the 
Third Plenary Session of the 14th CPC Central Com- 
mittee, by speeding up our pace of building a socialist 
markei-economy system, opening up wider to the out- 
side world, and tightening and improving our macroeco- 
nomic regulation and control, in order to maintain the 
sustained, rapid, and sound development of our national 
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economy, preserve political stability, and promote the 
establishment of our spiritual civilization and overall 
social progress. 


In 1994, premised on improving our economic effi- 
ciency, adjusting our economic structure, and pushing 
ahead with technical advances, we will strive to continue 
a provincial economic growth rate that is higher than the 
national average. Our key national economic and social 
development mussions are: GNP growth of 12 percent 
over 1993, striving for 14 percent; GVIAO [Gross Value 
of Industrial and Agricultural Output] growth of 18 
percent, with agricultural growth of 5 percent and indus- 
trial ~rowth of 23 percent; local revenue growth of 12 
percent, striving for 14 percent; average peasant net 
income growth of 100 yuan, striving for 130 yuan; a 
birthrate controlled within the state-assigned planned 
target. Everyone at all levels throughout Jiangxi must 
grasp well the relations among reform, development, and 
stability. While economic development is the focus of all 
our work and the grounds for social stability and long- 
range national security, with reform and opening being a 
powerful motivation for economic development, pre- 
serving social stability is an indispensable condition for 
economic development and smooth reform progress. We 
need a strong sense of historical responsibility and a high 
degree of epochal urgency, to seize opportunities, 
advance with the tide, and push our national economy to 
new heights within a few years. 


I. On Earnestly Implementing the “CPC Central 
Committee Resolution on Certain Issues Involved in 
Building a Socialist Market-Economy System,” by 
Losing No Time in Pushing Forward With Reform 


We will implement the resolution of the Third Plenary 
Session of the 14th CPC Central Committee, by doing a 
good job of combining priority breakthroughs with 
overall advances, and striving to make greater progress 
in areas, such as building a modern enterprise system, 
developing [key production] factor markets, and 
converting government functions. 


1. In line with uniform national plans, we will push 
ahead actively with tax revenue, banking, and invest- 
ment system reforms. We will practice a tax-sharing 
fiscal system, reforming and improving our tax 
system, and reforming our profit distribution system 
for state enterprises. We will gradually establish risk 
liability for corporate investment and bank credit. We 
will evolve financing mechanisms to guide public 
fund orientation toward infrastructures, basic indus- 
tries, and priority production and circulation enter- 
prises. In line with national banking reform, we will 
continue to rectify our financial order, by reorga- 
nizing rural and urban cooperative banks, developing 
and improving rural cooperative foundations and 
large enterprise-group financial corporations, and 
speeding up capital financing. 


2. Focused on converting state enterprise operating forces, 
we will explore the establishment of a modern enter- 
prise system with distinct property rights, clear rights 
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and liabilities, government administration separate 
from business management, and scientific manage- 
ment. We will do a better job of running state enter- 
prises, particularly large- and medium-sized ones, by 
speeding up our pace of ‘‘one experiment and two 
applications.” We will make substantive progress in 
1994 in areas, such as corporate experiments, “state 
ownership but private operation” of small state enter- 
prises, and a shareholding cooperative system for urban 
collective enterprises and township enterprises. Mean- 
while, we will organize large trans-regional, industrial, 
and ownership-system enterprise groups, speeding up 
the development of our individual, private, and for- 
eign-invested economies. We will conscientiously 
lighten enterprise burdens, tightening state-assets man- 
agement, and preventing assets erosion. 


3. Focused on factor markets, we will develop and 
cultivate a market system. We will better rationalize 
our price relations, developing and standardizing all 
commodity markets, speeding up our pace of produc- 
tion-factor marketization, and actively developing 
markets, such as money, labor, technology, construc- 
tion, and information. We will set up an experimental 
property rights [equity] transaction center, promoting 
optimum enterprise organization. We will vigorously 
develop and improve our bond and currency markets, 
standardizing financing activities, such as stocks, 
bonds, fundraising, and lending. We will actively 
adopt various job forms, speeding up our evolution of 
a new jobs order. We will practice a land-sale system 
with compensation and limited terms, developing 
and standardizing our real estate market. We will 
develop a uniform, open, competitive, and orderly 
market system. 


4. We will conscientiously convert government func- 
tions, continuing to tighten and improve macroeco- 
nomic regulation and control, and doing a good job of 
overall coordination of economic operations. We will 
reform in 1994 provincial (municipal) and county 
(municipal and district) government organs, speeding 
up our conversion of government business- 
management-sector functions, reducing specialized 
economic departments, and enhancing the overall 
coordination capability of comprehensive economic 
departments. 


In reforms, such as rural, regional, housing, and social 
security system, we also need to experiment boldly 
and intensify steadily. Our rural shareholding coop- 
erative system in particular needs promotion in an 
orderly way on a broader scale. 


II. Further Developing Our Productive Forces 
Distribution, by Focusing Our Energies on Building 
Better Infrastructures, Such as Power, Transportation, 
Communications, and Water Conservancy 


We will seize the favorable opportunity of the national 
opening and development along the Chang Jiang 
[Yangtze River] and construction of the Beiing- 
Kowloon railway, backing and strengthening our might 
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in the region along the Zhejiang-Jiangxi railway, 
speeding up development of our northern region, partic- 
ularly the Nanchang-Jiujiang industrial corridor and the 
Nanchang-Jiujiang-Jingdezhen triangle, reinforcing 
development in the region along the Beijing-Kowloon 
railway line, and striving by the end of the century to 
basically evolve a networked productive-forces distribu- 
tion order along the Chang Jiang and the Zhejiang- 
Jiangxi and Beijing-Kowloon railways. In the Nanchang- 
Jiujiang industrial corridor, based on an effort to 
essentialiy make it the first region in Jiangxi to achieve 
modernization in three decades, we will further speed up 
development, striving in 1994 for GVIAO growth of 20 
percent, and a real use of foreign investment exceeding 
$300 million. We will accelerate our upgrading of cities 
and enterprises along the Zhejiang-Jiangxi and Anhui- 
Jiangxi railway lines, giving all large and midsize cities 
along these lines one or two obviously superior indus- 
tries, so that the area can become Jiangxi’s main east- 
west productive-forces layout. We will emphasize the 
opening and development of cities, such as Ganzhou, 
Ji’an, and Fuzhou, arranging in a planned way several 
large- and medium-sized construction projects, to speed 
up the development of our productive-forces distribu- 
tion from north to south. 


In recent years, the provincial government has put great 
effort into infrastructure construction, achieving marked 
successes. We will continue in 1994 to amass funds for 
building infrastructures, such as power, transportation, 
communications, and water conservancy. In addition to 
emphasizing a number of ongoing large- and medium- 
sized construction projects, such as seven power plants, 
five railways, three airports, five national highway 
upgradings, 2,500 km of fiberoptic cable microwave 
communications arteries, and the overall control of 
Poyang Hu [lake], we will start 10 new large projects in 
1994. These are the Fengcheng thermal power plant, the 
third phase of the Jiujiang power plant, the second 
widening of the Nanchang-Jiujiang expressway, the 
linking of the bridge over the Chang Jiang at Jiujiang to 
the Nanchang-Jiujiang highway, an expressway from 
Gaofang Mountain to Wenjia [port in Fujian], an 
expressway from Jiujiang to Hukou, the Hukou bridge, a 
new railway station in Nanchang, a new airport in 
Nanchang, and 600,000 computerized telephones. These 
will make 1994 the year of Jiangxi’s most priority 
construction starts since the founding of the PRC, with 
an investment of up to 10 billion yuan. The provincial 
government has ordered the pertinent departments, pre- 
fectures, and cities to emphasize this job, by starting the 
projects according to plans. The provincial party com- 
mittee and government have also decided recently to 
spend about a decade and invest nearly 10 billion yuan 
in building the Nanchang-Zhangshu-Ji’an-Ganzhou 
expressway to Jiangxi’s border with Guangdong, to form 
an expressway artery across the whole province linking 
the Chang Jiang in the north to Guangdong, Hong Kong, 
and Macao in the south. This will be a grand cross- 
century project, with one-time planning, construction in 
sections, and the construction of the first section from 
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Nanchang to Zhangshu to start in 1995. The construc- 
tion of this priority project will greatly improve Jiangxi’s 
looks, sharply upgrade Jiangxi’s investment climate, and 
immensely enhance public confidence and Jiangxi’s 
economic development stamina. 


In order to further develop our productive forces layout, 
and speed up our pace of priority construction, we will 
have to pay attention to efficiency, improving and 
enhancing management, maintaining a rational invest- 
ment scale, and optimizing our investment structure. We 
need to emphasize projects right from the early-stage 
work, providing detailed demonstrations project by 
project, and selecting those with market, efficiency, and 
repayment capabilities. In all project starts, we need to 
practice the enterprise corporate liability system, con- 
serving energy, strictly controlling construction costs, 
and shortening building periods. Priority projects need 
to be organized even more meticuously, in a conscien- 
tious effort to prevent duplicate construction and lax 
management. Ongoing projects must be turned over for 
use on schedule and per quality specifications, with 
completed ones coming up to operating standards as 
quickly as possible. We need to reward those that are up 
to operating standards and are efficient, while making 
those that go over-schedule correspondingly liable. 


III. On Focusing on Recruiting Business and Attracting 
Investment Faster, in an Effort To Open Up Wider to 
the Outside World 


Further escaping the fetters of our closed and conserva- 
tive ideology, to open up further to the outside world, is 
a strategic mission. We need to speed up our pace, 
emphasizing practical results, using more domestic and 
foreign funds, resources, technology, and markets, and 
developing an externally oriented economy, so that all of 
Jiangxi can make greater advances in opening up to the 
outside world. 


We will further expand our channels for the use of 
foreign investment, continuing our all-dimensional 
introduction of funds from north, south, and east, 
bringing a sharp increase to our real use of foreign 
investment in 1994 over that of 1993. In addition to 
actively winning more foreign government and interna- 
tional financial organization loans, efficient projects can 
also make use of international commercial loans. We are 
placing our business recruitment and investment attrac- 
tion priority on attracting direct foreign investment, 
paying attention to winning investments in Jiangxi by 
large financial consortiums and commercial agencies, 
and encouraging foreign firms to set up wholly foreign- 
owned enterprises. We will emphasize the attraction of 
Taiwanese investment. We will carefully organize busi- 
ness recruitment and investment attraction activities, 
striving for greater success in the three areas of con- 
tracted amount, foreign-invested ratio, and individual 
project size. We will intensify foreign-invested project 
demonstrations, selecting projects that are efficient, 
high-tech, high added-value, high export-earning, large 
scale, and low energy-consumption. Our priorities in the 
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use of foreign investment will be to emphasize attraction 
of funds, implementation of related funds, businesses 
going into operation coming up to production standards, 
improved efficiency, and prompt repayment. 


We will continue to improve our investment climate. In 
addition to building better infrastructures and imple- 
menting and improving all preferential policies, we need 
to pay particular attention to upgrading our urban plan- 
ning, Municipal administration, and urban management. 
All large and midsize cities throughout Jiangxi will make 
breakthroughs in rectifying “dirt, chaos, and flaws,” 
conducting overall improvements of transportation 
order, sanitation and public health, and urban appear- 
ance. We will act in accord with modern urban needs, by 
expanding new zones and upgrading old ones. We will 
reinforce our environmental protection and pollution 
prevention, creating a clean, comfortable, and fine cli- 
mate that will help to attract foreign investment and 
enable people to live and work in peace and content- 
ment. We will further emphasize port development and 
construction. 


We will intensify our foreign trade reform, further 
expanding foreign trade, and striving for more export 
earnings. We will vigorously develop externally oriented 
enterprises, striving to win more international market 
share for enterprises and products with resource and 
technology advantages. We will do all possible to import 
new technology, equipment, and materials, paying par- 
ticular attention to importing applicable patents and 
“tricks of the trade.”’ We will expand our foreign eco- 
nomic and technical cooperation, doing a good job of 
project contracting. We will expand friendly overseas 
dealings, intensifying cultural exchanges. We will 
actively develop tourism, soliciting more overseas and 
Hong Kong, Macaon, and Taiwanese tourists. And we 
will tighten our lateral economic links, doing a good job 
of regional cooperation and business coordination. 


IV. On Focusing on Higher Peasant Income, Through 
Better and Faster Development of Three-High 
Agriculture and Township Enterprises 


We will continue to implement the principle of making 
agriculture our foundation, by placing firm emphasis on 
the primacy of agriculture in economic activity. We will 
make vigorous improvement of the rural productive 
forces, accelerated rural economic development, and a 
steady incease in peasant income our basic rural-work 
starting and stopping points. 


In line with market needs, we will continue to adjust our 
internal agricultural and rural economic structures, ear- 
nestly organizing agricultural development of our sixth 
overall strategic campaign. We will emphasize grain 
production, vigorously cultivating and disseminating 
high-grade rice, raising per unit yields, and doing a good 
job of refining conversion. We will actively expand our 
diversified economy, further increasing production in 
areas, such as cotton, oil-bearing crops, sugarcane, and 
silkworm cocoons. We will develop our breeding 
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industry faster, doing a good job of specialty aquatic 
products and livestock raising with local advantages, and 
guiding peasants to make further breakthroughs in the 
livestock, poultry, and aquatic products industries. In 
1994, we will maintain our overall grain output at over 
30 billion jin, strive for a ginned cotton output of 4 
million dan, achieve double-digit growth in livestock, 
poultry, and aquatic products, and put more energy into 
developing our forestry, fruit, tea, and mulberry indus- 
tries. As 1994 is one of decisive engagement in refor- 
esting barren hills, we need to organize carefully, to 
ensure the implementation of our aim to basically elim- 
inate barren hills suited to forestry, by emphasizing tree 
planting and reforestation along both sides of key trans- 
portation arteries, such as the Beijng-Kowloon railway, 
the Zhejiang-Jiangxi railway, and the Nanchang-Jiujiang 
expressway, as well as in flatland regions, and stopping 
indiscriminate tree cutting. We will do a good job of 
water and soil conservation, to improve our ecology. We 
will emphasize the Sangao [Three-High] agricultural 
demonstration zone, agricultural development projects, 
development bases, and water conservancy works, inten- 
sifying the establishment of our second group of rural 
electrification experimental counties, and raising our 
capability to combat natural disasters. 


We wil! absolutely and unswervingly develop and 
improve sharply our township enterprises. Premised on 
improved economic efficiency in 1994, we will work for 
continued and effective large-scale growth of township 
enterprises. We will further optimize township enter- 
prise mechanisms, encouraging peasants to buy shares 
with funds, labor, technology and capital goods, and 
urging people from all walks of life to participate in 
township enterprise shareholding, to develop share- 
holding cooperative enterprises. We will speed up our 
construction of township industrial zones, guiding town- 
ship enterprises to concentrate in small cities and towns 
and, in coordination with our development of county 
economies, form dominant industries with distinct local 
features. Governments at all levels should make acceler- 
ated development of township enterprises a major focus 
of their economic work, organizing departmental and 
industrial and mining enterprise counterparts to help in 
the development of township enterprises in counties, 
districts, and townships. We will invest more in town- 
ship enterprises, raising funds through diversified 
means, and establishing a township enterprise develop- 
ment fund. We will export more labor, doing a good job 
of building export-earning agriculture and export- 
commodity bases. We will speed up our development of 
farm-reclamation enterprises. 


We will better implement all policies to stabilize agricul- 
tural development, making efforts at all levels in guid- 
ance, support, protection, and adjustment, to fully stim- 
ulate peasant initiative. We will invest more in 
agriculture. As the agricultural investment amassed and 
planned in 1994 by the state and the province is up 
somewhat, with farm credit, rural collective input, and 
peasant labor accumulation more than in previous years, 
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we need to use these better and more etliciently, We will 
take effective steps to conscientiously reduce peasant 
burdens, firmly cracking down on illegal economic activ- 
ities that cheat and infringe upon agriculture. We will 
mobilize all trades and professions to support agricul- 
ture, sharply intensifying our establishment of a multi- 
level and -form socialized service system, doing a good 
job of circulation service and credit guidance, and estab- 
lishing a number of production and marketing economic 
entities that link markets and production, to improve 
peasant market-access organization and socialization. 
We will protect agriculture better, by seiting up a reserve 
system and development fund for key farm products. We 
will carry out strict land management, emphasizing 
protection of cultivated land. We will intensify develop- 
ment of old and poor areas, using well funds to provide 
work as a form of relief, and implementing well the 
“1987 anti-poverty assault plans,” to consolidate and 
develop our anti-poverty successes. We will furthes 
intensify our tamily planning work, particularly 
strengthening our rural two-grade basic network, to 
ensure fulfillment of Jiangxi’s population-control plans. 


V. On Focusing on Product Development, Enhanced 
Management, and Technological Upgrading To Run 
Large- and Medium-sized State Enterprises Well, 
Promoting Rapid and Efficient Growth of Industrial 
Production 


To maintain both rapid and effective industrial growth, 
we will need to sharply adjust our product mix, devel- 
oping products with brisk market sales and good eco- 
nomic efficiency, to ensure that our industrial growth 1s 
grounded in market demand. All enterprises need to 
intensify market surveys, emphasizing product renewal 
and exchange, striving to develop new products, and 
emphasizing efficiency of scale, to evolve competitive 
hot-selling products. We will organically combine 
product development with flexible and varied sales- 
operation tactics, boldly using talent that knows opera- 
tions, 1s good at strategy, and can open up markets, to 
create a corps of entrepreneurs that has ideals and 
ambitions, dares to pioneer and take risks, and 1s hard- 
working and law-abiding. 


We will organically combine the conversion of enterprise 
operating forces with enhanced internal management, 
thoroughly launching the increased output through con- 
servation movement of “conversion of forces, emphasis 
on management, internal exercises, and increased effi- 
ciency.” We wall bring the initiative of our vast numbers 
of employees into full play, demanding quality and 
efficiency from management. We will take hard-line 
steps to achieve sound and strict enterprise systems for 
quality, production, finance, cost, and operating man- 
agement, enforcing strict labor discipline. In line with 
average or advanced domestic standards for the same 
industry, we will set forth specific targets for improving 
quality, speeding up sales of overstocked inventories, 
conserving energy and lowering consumption, and 
turning losses into profits, implementing them one by 
one, to set the best local or unit standards for better 
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quality, higher efliciency, more energy conservation, and 
less consumption, and reduce losses to a minimum. We 
are calling in 1994 for Jiangxi's industrial production- 
sales rate to reach 96-97 percent, our energy and material 
use to be down 3-5 percent, and our fund turnover to be 
10-15 days faster. 


These high minimums and standards will promote enter- 
prise technological upgrading. Jiangxi will strive in 1994 
to invest 5 billion yuan in upgrading the technology of 
State enterprises, which will be focused on projects 
crucial to optimizing product mix, cultivating key indus- 
tries and superior products, and saving energy and 
reducing consumption for higher efficiency. We will put 
priority on speeding up the upgrading of our automobile, 
metallurgy, machinery, electronics, industrial chemicals, 
food, and building materials industries, supporting the 
development of our pharmaceuticals, ceramics, silk, and 
tobacco industries. Our 40 priority technological 
upgrading projects throughout Jiangx1 must be speeded 
up and put into standard operation on schedule. And all 
prefectures, cities, and departments must also emphasize 
enterprise technological upgrading, so that our industrial 
growth 1s grounded 1n technological progress. 


VI. On Intensifying Circulation Reform, Further 
Opening Up Markets, and Stimulating Circulation, To 
Promote the Formation of a New Market-Circulation 
System and Operating Forces 


To develop a socialist market economy, we will have to 
intensify our market development, developing new cir- 
culation industries, and continuing to make efforts in the 
three areas of intensifying circulation reform, enhancing 
circulation management, and going all out to develop 
our individual and private economies. 


We will continue to emphasize the “four deregulations” 
and “state ownership but private operation” for state- 
owned commerce, as well as commercial enterprise 
reform. We will actively explore paths of organizational 
and structural adjustment in the field of circulation, 
forming a group of key enterprises with strong might and 
market competitiveness, to bring the dominant role of 
state-owned circulation enterprises into full play. We 
will speed up our pace of upgrading circulation enter- 
prises to shareholding, focusing on developing limited 
liability companies with corporate shareholding, and 
striving to turn one or two limited lability companies 
into listed ones. We will actively explore forms, such as 
mergers, property rights transfers, auctions, and bank- 
ruptcies, to further stimulate small circulation enter- 
prises. We will speed up our wholesale-enterprise reform, 
establishing at key commodity production and mar- 
keting sites or distribution centers a group of wholesale 
markets for farm products, manufactured consumer 
goods, and capital goods. We will develop commodity 
futures trading in a step by step way. 


We will develop large-scale markets, stimulating large- 
scale circulation, and developing large-scale trade. We 
will organize various forms of sales promotions, doing a 
good job of getting manufactured goods to the rural 
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areas, expanding border trade, and developing domestic, 
particularly southwestern and northwestern, markets, to 
expand the market coverage rate of our province's prod- 
ucts. We will better establish mostly market-formed 
pricing mechanisms, maintaining relative overall price 
stability. We will emphasize the “food basket” project 
and farm and sideline product purchasing, doing a good 
job of non-staple food supply. All circulation enterprises 
should invigorate their operations and raise their effi- 
ciency. State-commerce losses must be sharply reduced 
in 1994, with grain enterprises strictly controlling new 
losses, as well as gradually digesting accounts that have 
accumulated over the years. We will tighten our market 
regulation and control capability, instituting a graded 
reserves system for key commodities. We will enhance 
and improve our market management and oversight, 
doing a good job of opening circulation-facility construc- 
tion and our warehouse industry to the public, focused 
on promoting production development, improving our 
market system, and making life easier for our residents, 
we will vigorously develop tertiary industries. 


We will make faster development of our individual and 
private economies our key economic-work mission. In 
all areas suited to individual and private economic 
development, we will lift industrial restrictions, deregu- 
lating operating limits, and giving free rein to expand. 
Particularly in areas with lower levels of circulation and 
economic development, we need to pay even more 
attention to the development of the individual and 
private economies. We will firmly crack down on the 
production and sale of fake and shoddy commodities, 
continuing to clear out and rectify customs barriers, and 
breaking down market barriers, to ensure free goods 
circulation. [passage omitted] 
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[Report by Wang Mingshan (3769 2494 0810), 
chairman, Jiangxi Provincial Planning Commission, 
given on 25 February 1994 at the Second Session of the 
Eighth Jiangxi Provincial People’s Congress: “Report on 
the Implementation of the 1993 Economic and Social 
Development Plan”’} 


[Excerpts] During 1993, high and low throughout the 
entire province continued to implement the spirit of 
Comrade Deng Xiaoping’s important speeches, of the 
14th CPC National Congress, and of the Third Session of 
the 14th CPC Central Committee. It was a year of 
further liberation of minds, seeking truth from facts, 
seizing opportunities, and accelerating developments. As 
the economy developed rapidly, attention was paid to 
strengthening and improving macroeconomic regulation 
and control and to creatively launch new undertakings. 
The entire province experienced economic development, 
accelerating reform, as well as political stability and 
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social progress. This year the growth rate of main eco- 
nomic indices was the fastest since the initiation of 
reform and opening to the outside world, and continued 
to be higher than the national average. Total national 
Output value of the province was 68.6 billion yuan, 
which amounted to an increase, computed at compa- 
rable prices, of 15.8 percent over the preceding year. 
This increase was composed of 4.5 percent in the pri- 
mary industries, 31.2 percent in the secondary indus- 
tries, and 12.5 percent in the tertiary industries. The 
total national output value per capita reached 1,742 
yuan, which was a net increase of 307 yuan over the 
figure in the preceding year. The total industrial and 
agricultural output for the first time exceeded the 100 
billion yuan mark as it reached 122.1 billion yuan, an 
increase of 27.5 percent over the preceding year, while 
the total amount of retail sales of social commodities 
reached 27.9 billion yuan, an increase of 21.2 percent 
over the preceding year. Fiscal revenue was 6.56 billion 
yuan, an increase of 30.8 percent. The rate of natural 
population increase had been controlled to within plan 
figures. Main norms in the 1993 economic and social 
development plan for Jiangxi Province, as approved at 
the First Session of the Eighth Provincial People’s Con- 
gress, have been essentially fulfilled and in some cases 
overfulfilled 


Agriculture has overcome the effects of various natural 
calamities and has again achieved an abundant harvest, 
thanks to the preceding four consecutive years of steady 
development. Total agricultural output value for the 
entire province was 33.8 billion yuan, an increase of 5.1 
percent over the preceding year. Grain production was 
15.17 billion kg, which was 670 million kg above the 
assigned norm of the state plan, cotton production was 
156,000 tons, an increase of 5.1 percent, and fairly large 
increases were also achieved in the production of edible 
oils, cured tobacco, fruit, and other products. Animal 
husbandry and the aquatic products industry experi- 
enced continuous development. Total production of 
meat was 1.575 million tons, an increase of 11.7 percent, 
while production of aquatic products was 490,000 tons, 
an increase of 18.6 percent. The rural economy experi- 
enced all-round developments, with the total output 
value of village and township enterprises throughout the 
province reaching 57.94 billion yuan, an increase of 92.2 
percent over the preceding year. New progress was made 
in the structural adjustment of the rural economy: the 
proportion of industrial crops in the total agricultural 
output value was raised by almost 3 percentage points, 
and the output value of nonagricultural production in 
the rural areas for the first time exceeded total 
agricultural output value, as its proportion reached 58.8 
percent of rural total social output value, an almost 10 
percentage points increase over the preceding year. 


Industry overcame the difficulties in energy sources, 
communications, and stringency in capital funds and 
maintained its speedy growth. Total industnal output 
value of the entire province was 88.3 billion yuan, 24.7 
billion yuan more than in the preceding year, an increase 
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of 38.8 percent. Output value of the secondary industries 
for the first time exceeded that of the primary industries, 
its proportion in the national output value showing an 
increase of 3.4 percentage points. Economic returns 
improved further. The production-sales ratio for indus- 
trial products manufactured at the village and higher 
than village levels throughout the province reached 96.5 
percent, an increase of 2.4 percentage points over the 
preceding year. Sales income from budgeted industrial 
enterprises increased 40.7 percent, creating 46 percent 
more profits and taxes. Large increases were registered in 
the production of main industrial products, especially in 
investment-type products and well-selling high-quality 
products, compared with the preceding year. Village and 
township industrial production achieved a value of 
38.15 billion yuan, an increase of 90.2 percent. The new 
increases in village and township industrial output value 
accounted for 73 percent of the newly added industrial 
Output value of the entire province, and has become a 
major sector of increase in the fast economic growth 
throughout the province. 


It was a year of record investments tn fixed assets and of 
the completion of a record number of projects, the 
investment structure was continuously improved, and 
key constructions were further strengthened. According 
to initial statistics, society-wide investments in fixed 
assets were completed to the amount of 17.85 billion 
yuan, an increase of 42.2 percent over the preceding 
year, and of these 12.32 billion yuan were investments 
by state-owned units, an increase of 49.7 percent, which 
was a record for the last five years. In the investments of 
the state-owned units, capital constructions accounted 
for 6.3 billion yuan and technological transformations 
for 4.5 billion yuan, increases of 41.6 and 48.2 percent, 
respectively, over the preceding year. Fixed asset invest- 
ments further tended to be directed toward infrastruc- 
ture, key industries, and technological transformations. 
The proportion of investments in projects of the electric 
power, transportation, and communication industries, 
and in agriculture in relation to the total key project 
investments of all state-owned units was 7.4 percentage 
points higher than in the preceding year. Investments in 
key construction projects were substantinily strength- 
ened, and the completion of such constructions pro- 
ceeded smoothly. The whole length of the Jiangxi sector 
of the Beijing-Jiulong Railway is under construction, and 
last year a section involving an investment of 1.89 billion 
yuan was completed. This had comprised completion of 
one bridge and I8 tunnels on the Ji’an- 
Ganzhou-Dingnan section, completion of work on the 
Xiangwu-Jian section, about to be opened to traffic, 
while double-tracking of the Zhejiang-Jiangxi railway 1s 
being speeded up. There, a length of 89 km on the 
Jiangxi side has been completed. On the Hengfeng- 
Nanchang railway, work has started on the Shangrao 
section and on a railway station at Shangrao. Two sets of 
125,000 kilowatt generators of the Pingxiang power 
plant and four sets of 3,200 kw generators of the Jing- 
gangchong power station have been linked up with the 
network and are generating electricity. The large bridge 
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at Nanchang and the Nanchang-Jiao section of the 
Nanchang-Jiujiang expressway have been completed. 
The Qingyun Waterworks in Nanchang have gone into 
operation and are supplying water. The new building of 
the provincial library has also been officially completed 
last year. Construction of other projects, such as the 
Xinyu power plant, the Jingdezhen power plant, the 
Huangjin airfield at Ganzhou, the Luojia airfield at 
Jindezhen, the Mahuiling airfield at Jiujiang, the large 
chemical fertilizer project at Jiujiang, the paper factory 
at Yichun, the epoxy-propane projects at the Jiujiang 
chemical plant, and the Jiangxi salt mine, are being 
energetically pursued. The 45 priority technological 
transformation projects listed in the plan have pro- 
gressed as required. Among these, 18 projects, among 
them the long fiber polyester production line at the 
Jiangxi chemical fiber and chemical engineering plant, 
the Jiangxi Hongmei architectural ceramics production 
line, the vaccine production line at the Jiangxi pharma- 
ceutical plant, and the Jiangxi traditional Chinese med- 
icine plant, have all been completed and started produc- 
tion, construction of all the other projects is smoothly 
progressing. 


There is brisk buying and selling in urban and rural 
markets, and the living standard of the people is contin- 
uously rising. All through 1993, there was a brisk and 
flourishing trade in urban and rural markets, and the 
growth of total retail sales of social commodities accel- 
erated month after month. For the entire province, total 
retail sales of social commodities achieved the amount of 
27.9 billion yuan, an increase of 21.2 percent over the 
preceding year. Commodity retail prices increased 11.1 
percent. Sales in rural markets looked better month after 
month, retail sales of commodities in counties and their 
subordinate administrative entities increased 22.5 per- 
cent over the preceding year, and were by |.3 percentage 
points higher than the growth rate of total social com- 
modity retail sales. Sales of means of production con- 
tinued brisk, and aggregate sales of the materials system 
throughout the year amounted to 9.37 billion yuan, an 
increase of 54.8 percent over the preceding year. Fol- 
lowing the economic upswing, incomes of urban and 
rural residents continued to go up. Average per capita 
net income of pe.sants reached 870 yuan, a 102 yuan 
increase over the preceding year, which amounted to a 
real, inflation factor discounted, increase of 4.6 percent. 
The living expenditure income of city and town residents 
was 1,800 yuan, an increase of 380 yuan, or 26 percent, 
showing a real, inflation discounted, income increase of 
around 10 percent, and making this the year of the 
fastest increase since the initiation of reform and 
opening to the outside world. The average per capita 
salary and wages of staff and workers was 2,450 yuan, a 
296 yuan, or 13.7 percent, increase. Savings deposits of 
surplus money by urban and rural residents amounted to 
32.165 billion yuan, of which 8.385 billion had been 
newly added during the year, making this also a record 
year for new deposits in Jiangxi. The average per capita 
savings deposit was 811 yuan, an increase of 205 yuan 
over the preceding year. 
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Exports continued to increase, and efforts were intensi- 
fied to attract merchants and capita!. During the first 
half of 1993, exports were affected by the adverse 
situation in the international and domestic markets and 
declined for a time. However, after May, the provincial 
government took effective measures which again 
improved exports month after month. Total provincial 
exports amounted to $883 million, an increase of 14 
percent over the preceding year. Last year the govern- 
ment held trade talks in Hong Kong, Singapore, and 
other places to attract merchants and capital to Jiangxi, 
and did so with evident success. During the year, 1,293 
new “three-capital” enterprises were approved, and con- 
tracts involving $1! billion of capital funds were signed. 
The amount of foreign capital actually used was $343 
million, an increase of 72 percent over the preceding 
year. In this amount, $135 million were loans from 
foreign governments or international monetary organi- 
zations, while $208 million were direct investments by 
foreign enterprises. 


Continued development in various social fields. Smooth 
progress was made in the application of science and 
technology to promote agriculture and enterprises, also 
in priority undertakings and in “torch plan” projects. 
Throughout the year, a total of 420 achievements were 
gained in scientific and technological fields. Develop- 
ment of the high-tech production and development zone 
at Nanchang made good progress. Construction and 
reforms at the Nanchang University made smooth 
progress, and the university was granted authority to 
confer doctoral degrees, which put an end to the long 
history of Jiangx: being without any institution autho- 
rized to grant doctoral degrees. The institutions of higher 
learning and secondary professional training colleges 
throughout the province enrolled 46,800 students from 
higher and middle technical schools, an increase of 8,000 
over the preceding year, and newly added several much 
needed undergraduate and technical college-level 
schools, also appropriately expanded the admission ratio 
of officially assigned and self-paying students. Planned 
parenthood work is continuously strengthened; the nat- 
ural growth rate of the population throughout the prov- 
ince was 13.33 per thousand. Fresh developments were 
also registered in all such social affairs as cultural activ- 
ities, public health, sports, broadcasting, television, 
information services, and publishing. 


Delegates, the above-stated circumstances indicate that 
implementation of last year’s economic and social devel- 
opment plan has in general been satisfactory. An excel- 
lent foundation was laid for the fulfillment five years 
ahead of time of the quadrupling of national production 
output value decided upon by the provincial party com- 
mittee and the provincial government. This is the result 
of party committees and governments at all levels 
throughout the province firmly adhering to the funda- 
mental line of “one central task and two basic points” 
[economic development plus adherence to the four car- 
dinal principles and implementation of reform and the 
open .policy]. It 1s also the result of conscientiously 
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implementing all general and specific policies of the CPC 
Central Committee and of the State Council, and the 
result of the solidarity, struggle, and common effort of all 
the people of the province. 


However, we must also realize that new contradictions 
and problems exist in our economic processes: First, the 
very conspicuous contradiction in the capital supply- 
demand situation; second, the uneven way in which 
economic profitability has been restored, many state 
enterprises are still incurring losses; third, the excessively 
high rate of the commodity price inflation during the 
second half of the year, which is having a painful effect 
on the livelihood of the lower-paid part of the popula- 
tion; fourth, the weakness of agriculture in its ability to 
withstand natural calamities. We shall in the future 
adopt effective measures and make a conscientious 
effort to resolve all these contradictions and problems. 


Guizhou Provincial Government Work Report 


94CM0212A Guiyang GUIZHOU RIBAO in Chinese 
3 Feb 94 pp 1, 2, 3 


{Government Work Report Delivered by Governor 
Chen Shineng (7115 1102 5174) at Second Session of 
Eighth Guizhou Provincial People’s Congress on 21 
January 1994” } 


[Excerpts] [passage omitted] Nineteen Ninety Four is the 
first year of the current provincial government. Under 
the leadership of the Guizhou Provincial CPC Com- 
mittee, we have persistently followed the basic line 
consisting of “one focus and two basis points,” further 
implemented the guideline laid down by Comrade Deng 
Xiaoping’s important talks which he gave in his South 
China inspection tour, earnestly carried out the major 
policy decision made by the central authorities in 
strengthening the macro-economic control, and energet- 
ically fulfilled the various tasks assigned us by the First 
Session of the Eighth Provincial People’s Congress. We 
have overcome difficulties, thanks to the strenuous 
efforts made by all the people in the province. The whole 
province of Guizhou has witnessed a fine tendency of 
rapid economic growth. It is expected that Guizhou’s 
GNP will increase by 9 percent, the output value of the 
primary industry 4 percent, that of secondary industry 
by 10.6 percent and that of the tertiary industry by 15 
percent as compared with the previous year. All social 
undertakings have made new progress. 


—Rural Economy Continues To Develop. 


Guizhou has successfully fulfilled its plans for the 
increase of the total output value in agriculture, that of 
peasants’ income and that of the major farm products. 
The total output value in agriculture reached 18.48 
billion yuan, up 4.1 percent; the per capita net peasants’ 
income 579 yuan, an increase of 73 yuan; total grain 
output 8.695 million tons, an increase of 10.2 percent; 
the total output of cured tobacco 508,000 tons, up 13 
percent; and the area planted with trees 4.75 million mu, 
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up 18 percent as compared with 1992. Township enter- 
prises energetically promoted the shareholding and 
cooperative system, and established more than 100 small 
industrial districts with their total output value expected 
to reach 11.6 billion yuan, which represented an increase 
of 32.3 percent. Funds totaling 280 million yuan were 
invested in 1993 for the development of water conser- 
vancy projects. Over 580,000 mu of sloping fields were 
converted to terraced fields and $500,000 mu of farmland 
were planted with greenery. Peasants in the province 
added. improved and restored irrigation on 915,000 mu 
of land. The development of bare land had started. The 
plan for the first-stage comprehensive agricultural devel- 
opment was over-fulfilled, and all the results were 
checked and accepted by the state. The use of science 
and technology to revitalize agriculture was continuous! 
expanded. Major grain crops of fine strain were grown 1n 
more than 90 percent of the farmland in the province. 
Strenuous efforts were exerted to raise funds for pur- 
chasing farm and sideline products. Such funds were 
basically available. The policy to reduce peasants’ bur- 
dens was earnestly implemented, and the irrational fees 
and charges which the central authorities had specifically 
abolished and those collected by the province were 
screened and sorted out. and good results were obtained 
in helping people eliminate poverty. A total of 610,000 
mu of farmland were set aside for the development of the 
“feeding and clothing project.”’ In addition, there were 
another 700,000 poor people whose per capita net 
income had exceeded 300 yuan. 


—Steady Growth in Industry and Transportation. 


The total industrial output value in 1993 1s expected to 
reach 38 billion yuan, up 13 percent over 1992. The ratio 
of production and marketing was 93.3 percent. The 
large- and medium-sized state-owned enterprises played 
their role well as a mainstay, and turned out industrial 
products totaling 21.9 billion yuan, which made up 58 
percent of the total industrial output value in the prov- 
ince. Heavy industry witnessed a rapid growth. The 
output of major heavy industrial products such as iron 
and steel, aluminum ingot, raw coal and ferroalloy had 
increased on a fairly large scale. The annual power 
generation output reached 14.2 billion Kwh, an increase 
of 10.75 percent, of which the annual power generation 
output within the electric network totaled 12 billion 
Kwh, and the province sold 11 billion Kwh of electric 
power, up 10 percent in each instance. The province also 
sold electric power of 240 million Kwh to other prov- 
inces. The railways in the province handled freight 
totaling 21.5 million tons, an increase of 700,000 tons 
over 1992. Structural readjustment was made 1n support 
of the transport of important materials. 


—Realm of Circulation Continues To Expand. 


The total volume of retail sales in the province in 1993 15 
expected to reach 13.12 billion yuan, an increase of | 2.7 
percent, of which the volume of retail sales of consumer 
goods rose 15.2 percent. Funds earmarked for the devel- 
opment of various markets reached 130 million yuan in 
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1993. There were 2,633 markets of all kinds with their 
volume of business reaching 6.2 billion yuan, which 
indicated a growth of 14 percent over 1992. There were 
71 markets for producer goods with their volume of 
business totaling 2.42 billion yuan. The amount of 
inter-banks loans continued to increase. Securities regis- 
tration companies were newly set up. Trading markets 
for real estate, technology and human resources were 
also established. 


—Development of Nonstate Economy Accelerated. 


The number of individual industrial and commercial 
establishments increased from 286,700 to 317,400, and 
their capital totaled 1.134 billion yuan. The number of 
private enterprises reached 3,733 with their registered 
capital totaling 1.134 billion yuan. There were 740 
Sino-foreign joint ventures and cooperative and foreign- 
funded enterprises with their registered capital totaling 
US$1.25 billion and total investments reaching 
US$1.563 billion. The rates of growth of collectively run 
and township-run and other types of industries rose by 
23.7 percent, 43.9 percent and 26.7 percent respectively. 
The share of nonstate economic sector accounted for 
28.3 percent of the total industrial output value, their 
market share in sales 48.3 percent and their investment 


+ 


share 23.4 percent 
—New Progress in Major Construction Projects. 


Investments on fixed assets totaled 9.5 billion yuan, an 
increase of 34 percent, and that on local technical 
innovations totaled 1.22 billion yuan, up 13 percent. 
Progress was made in 17 on-going major construction 
projects, and two of the projects were already completed. 
The Dana Highway was already completed and open to 
traffic. The Guizhou-Zunyi Highway for Motor Vehicle, 
the Guiyang East Exit Highway and the first stage of the 
Panbei Highway had already started. The Guizhou Sec- 
tion of the Nanning-Kunming Railway and the Long- 
dongbao Airport were under construction. The tele- 
phone exchange capacity in the province was expanded 
by 65,000, and the three optical cables—the Guizhou 
Section of the Nanning-Kunming cable, the Guizhou 
Section of the Fuzhou-Chengdu cable and the Guizhou- 
Xingyi cable had officially started. Nearly 1.3 billion 
yuan were invested for power generation. The first power 
generator set of the Panxian Power Station had gone into 
operation, the construction of the Dongfeng Power Sta- 
tion was accelerated. The Guiyang Power Station suc- 
cessfully developed technical innovations, and expanded 
its power generation capacity by 248,000 Kw. The 
national electric power grid had supplied electricity to 60 
counties in the province. Initial results were attained in 
renovating major cities such as Guiyang and others. The 
Huaguoshu Overpass in Guiyang was completed and 
open to traffic. The construction of public facilities in 
various townships was accelerated. Remarkable results 
were attained in geological prospecting. Excellent 
progress was made in prospecting for alumyte in 
northern part and diamond drilling in southeastern part 
of the province 
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—Remarkable achievements made in financial circles. 


Although the province was faced with difficulties when 
revenues dropped at one time, the financial targets were 
nevertheless over-fulfilled, thanks to the joint efforts 
made by the party committees, governments and rele- 
vant departments at all levels. The revenues reached 
5.62 billion yuan in 1993, up 18.87 percent. The expen- 
ditures totaled 6.8! billion yuan, an increase of 12.33 
percent. The national bank had a total deposit of 25.08 
billion yuan in the province at the end of 1993, an 
increase of 4.48 billion yuan. The total balance of its 
loans reached 32.4! billion yuan, up 5.85 billion yuan. 
The banks and the financial departments had actively 
readjusted the structure in the supply of funds, vigor- 
ously supported the key construction projects, and had 
enough funds to pay for major expenditures. 


—Township Reform Further Deepened. 


With the improvement of the responsibility system, the 
main form of which 1s the household contract that links 
remuneration to output, and the system of unified man- 
agement combined with independent management, the 
network of collectivized services for agriculture was set 
up. The system of stockpiling and regulating grain 
reserves and that of venture capital were also set up. 
Progress was made in changing the way the enterprises 
operate, allowing them to have more power in produc- 
tion and management. The reform of the shareholding 
system was carried out quite well. The stocks of the two 
companies authorized to issue securities were already on 
the market. Twenty companies with limited liabilities 
were authorized to raise funds publicly, and more than 
160 companies with limited liabilities were established. 
The department in charge of the reform of the circula- 
tion system continued to promote the “four opening- 
ups. Some state-owned and cooperative enterprises 
specialized in commodity circulation joined their efforts 
to “let the civilian sector run state-owned enterprises” 
on an experimental basis, to reform the shareholding 
system, to decontrol the prices for the purchase of grain 
and edible oil, and to allow more stores to sell and buy 


grain and cooking oil. The prices of nearly 95 percent of 


consumer goods and 85 percent of producer goods are 
market regulated. New developments were made in 
reforming housing and the social security system. The 
reform of the system for the use of land had started in 
rural and urban areas. Twenty-two county (prefectural) 
level and three provincial-level units had carried out 
structural reform and tried to implement the civil service 
system. 


—Open Wider to the Outside World. 


A total of 674 contracts were signed in state-run and 
provincial-run development zones with joint invest- 
ments totaling 2.29 billion yuan. Some of the funds had 
already arrived. Both hard environment and soft envi- 
ronment for investment were gradually improved. 
Investments were made in the Beshai Guizhou Economic 
Development Zone. Water, electric power and roads 
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were connected, and ground was leveled for all construc- 
tion sites. Remarkable results were attained in attracting 
foreign investments. Funds totaling 270 million yuan 
were attracted into the province. Foreign capital totaling 
US$49.2 million were actually in use in Guizhou, an 
increase of 37.7 percent over 1992. Six prefectures and 
cities and 11 enterprises were newly added to the list of 
those which were authorized to handle import and 
export business. Their total volume of imports and 
exports reached US$351 million of which US$240 mil- 
lion came from exports, marking increases of 4.8 percent 
and 7.2 percent respectively. The province received 
100,000 tourists from abroad, earning more than US$10 
million of foreign exchange. The province also received 
10 million domestic tourists, and recovered 400 million 
yuan from circulation. 


—New Strides Made in Vitalizing Guizhou by Relying on 
Science and Technology 


The tempo in reforming the system of science and 
technology had quickened. A number of scientific 
research institutions had gradually become business- 
oriented. Nongovernmental scientific research institu- 
tions and organizations totalled 340 in number. New 
scientific and technological achievements including 
seven awards were made in 1993. Excellent results were 
attained in the development of the “Spark Program” and 
“Torch Program.” Guizhou had selected and dispatched 
deputy county magistrates (city mayors) in charge of 
science and technology to 81 counties and cities. The 
CPPCC chapters, various democratic parties and the 
Federation of Industry and Commerce had done a great 
deal of work to support the border region and poor 
people and to revitalize Guizhou with science and tech- 
nology. Basic education was strengthened, and 93.6 
percent of school-age children attended schools. The 
share of students who received vocational education 
accounted for 47 percent of all the senior middle school 
students. Institutions of higher learning were readjusted 
and reinforced. Ordinary colleges added more than 40 
special fields of study which meet the requirements for 
social and economic development. Remarkable achieve- 
ments were made in promoting the “hope project.” Exght 
Hope primary schools were built, helping 22,000 chil- 
dren deprived of education to go back to school. The 
problem of middle and primary schools teachers not 
getting paid on time was basically solved. 


—All Social Undertakings Continue to Develop. 


The program for family planning was well implemented. 
The natural population growth rate was maintained at 
14.7 per thousand, which was below the state target. 
Investments on environment protection were increased, 
and achievements made in attaining environmental and 
ecological balance. Public health undertakings strength- 
ened the public health network at the county, township 
and village levels. Sports departments scored magnifi- 
cent achievements at the Seventh National Sports Meet 
Progress was registered in the press and publishing, radio 
and television, books and reference materials and 
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archives. The supervisory, auditing, public security, 
judicial, industry and commerce, land control, statistics, 
civil affairs, nationalities, foreign affairs, religious, over- 
seas and Taiwan Affairs departments had done a great 
deal of work for economic construction and for the 
reform and opening-up program. 


—Spiritual Civilization and Democratic Legal System 
Further Strengthened. 


Various activities to learn from Lei Feng were 
launched throughout the province. Emphasis was 
placed on the development of professional ethics. All 
kinds of mass activities to promote spiritual civiliza- 
tion were developed. A total of 63 rural community 
centers to develop spiritual civilization, more than 400 
radio and television relay stations and 295 FM radio 
stations were built. Socialist democracy was further 
promoted and the legal system strengthened. Guizhou 
had formulated 25 local administrative regulations, 
and submitted three laws of a regional nature to the 
provincial people’s congress for approval in 1993. 
Positive results were attained in strengthening public 
security, and new achievements registered in pro- 
tecting railways. Struggles of all forms were firmly 
waged against criminals, and measures taken to elimi- 
nate the factors of instability in the society and 
unflinchingly maintain political and social stability. 
Achievements were registered in combating corruption 
and maintaining a clean government. Breakthroughs 
were made in investigating and cracking down major 
criminal cases. The supervisory organs had accepted 
and put |,273 cases on file for investigation; winded up 
1,204 cases; and taken disciplinary actions against 972 
persons. 


Fellow deputies: 


During the past year, Guizhou was faced with more 
problems in economic development. Funds were in 
shortage at all times, and reveriues were once dropping. 
The “bottleneck effect” in hampering economic growth 
was particularly prominent. In addition, there were some 
new changes in the economic environment. Our eco- 
nomic work was carried out under considerably difficult 
conditions. We had concentrated our efforts in solving 
the outstanding problems in economic development and 
grasped the key link of fund shortage. While earnestly 
rectifying the financial order, strictly enforcing financial 
and economic discipline and strengthening macro- 
economic control and by winning the support of the 
State, vigorously attracting deposits, developing normal 
inter-bank financing and attracting more business 
investments, we had increased the total amount of funds, 
energetically purchased farm and sideline products, and 
supported key enterprises in production and key con- 


struction projects. In light of the grim situation of 


declining revenues, the provincial government timely 
organized a leading group to strengthen tax collection 
and financial work and established a multi-level tax 
collection management system whereas the province 
paid attention to the 40 key tax-paying enterprises, while 
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the prefectures and cities directed their attention to the 
major taxpayers. We had also solved the outstanding 
problem of the declining sales of cigarettes, timely read- 
justed the tax collection plans in various localities and 
ensured the tax payments from key enterprises. The 
cadres at all levels went to various localities to under- 
stand the situation, and various relevant departments 
made use of ail available funds, electric power and 
transportation facilities and joined their efforts in over- 
coming all difficulties, and overfulfilling the target of 
balancing the budgets. When the term of the govern- 
ments at all levels expired, the succeeding governments 
had timely stabilized and strengthened the government 
leading groups, maintained the continuity in imple- 
menting various policies, whipped up the enthusiasm of 
the cadres and the broad masses, and done a good job in 
fulfilling the plan for economic and social development 
in the province. Here, on behalf of the provincial peo- 
ple’s government, I wish to pay my highest respect and 
express sincere appreciation to the broad masses of 
workers, peasants, cadres, intellectuals, PLA and armed 
police commanders and fighters stationed in Guizhou, 
public security police and bailiffs, militiamen and mili- 
tary reserve officers and men; to various democratic 
parties, the Federation of Industry and Commerce, mass 
organizations, patriotic personage without party affilia- 
tion, and to those compatriots from Hong Kong, Macao 
and Taiwan, overseas Chinese and foreign friends who 
had supported the construction projects in Guizhou! 


While we reaffirm our achievements, we must also soberly 
realize the existing problems. The main problems are as 
follows: 


1. The comparative advantage in agriculture 1s low. So is 
the rate of growth of peasants’ actual income. Some of 
the preferential policies in support of agriculture 
were not well implemented. The contingent of agro- 
technicians at the basic level is not stable enough, and 
the development of the network of collectivized agri- 
cultural services was not fast enough. 


2. The way the state-owned enterprises operate 1s not 
flexible. Some enterprises have experienced difficul- 
ties in operation, while others were running with low 
efficiency. The number of enterprises which sus- 
pended or slashed production was on the increase. 
Safety precautions were not well taken in the field of 
industry and transportation. 


3. Funds are still in shortage. Money ts extremely tight 
in some projects. Some counties are faced with finan- 
cial difficulties. 


4. Commodity prices have increased on a large scale. 
The general retail price rose by 15 percent in 1993, 
adversely affecting the living standard of some of the 
people. 


> 4) 


. Not enough efforts are made in carrying out reform in 
some fields and in opening up to the outside world. 
The state policy is not promptly implemented. 
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6. Some government organizations have not worked open wider to the outside world, enhance revolu- 


with high efficiency. A small number of government 
employees even abuse their authoriites to carry out 
unhealthy practice, and some individual cadres are 
corrupt. In doing our work, we have not worked hard 
to investigate and study the new situation and new 
problems which have cropped up when the new 
system was replacing the old. We have miscalculated 
some of the problems which have emerged in the 
course of developing the economy. Nor have we 
timely and resolutely adopt measures to solve such 
problems. In this connection, we must earnestly sum 
up our experience, energetically improve ourselves 
and work hard to carry out our work well. 


The year 1994 is a crucial year to continuously 
develop our economy in a fairly rapid pace and 
establish the socialist market economy. The main 
tasks of the government work in Guizhou this year are 
as follows: 


—We must energetically implement the guidelines laid 
down by the 14th National CPC Congress and the 
Third Plenary Session of the said congress; fulfill the 
tasks set by the Seventh Guizhou Provincial CPC 
Congress; quicken our pace in establishing the 
socialist market economic system; and concentrate 
our efforts in deepening reform, opening wider to the 
outside world: We must readjust our structure; 
strengthen our management; raise our efficiency; and 
achieve the three goals in ensuring that government 
functionaries are honest and hardworking. We must 
ensure that the growth rate of our GNP is 8 percent, 
9 percent if possible; that of the primary industry 2.2 
percent, 3.2 percent if possible; that of the secondary 
industry 9.5 percent, 10.8 percent if possible (that of 
total industrial output value 12.5 percent, 13.5 per- 
cent if possible); that of the tertiary industry 14 
percent, 15 percent if possible; and that of local 
revenues 9 percent, 10 percent if possible. In addi- 
tion, we must develop all kinds of social undertakings 
in an all-round manner. 


We have many favorable conditions to fulfill all the 
aforementioned targets, but we too are faced with 
many difficulties, particularly in reforming the 
system whereby tax revenues are shared by central 
and local authorities. Within a short period of time, 
this system will have a greater impact on the 
increase of the local revenues. Due to the imple- 
mentation of the unified income tax system, enter- 
prises will meet more challenges in market compe- 
tition. It will be harder to check the price increases, 
solve the contradictions in the supply of funds and 
transportation, and fulfill the task of making struc- 
tural readjustment. How to take the initiative in 
keeping pace with the new economic operational 
enviroument will be a severe test to all the sectors 
concerned. All departments must emancipate their 
thought, seek truth from facts, deepen the reform, 


tionary vigor, carry out their work in a down- 
to-earth manner, promote economic development, 
and maintain political and social stability while 
working hard to solve contradictions. In carrying 
out our work 1n 1994, we must pay attention to the 
following tasks: 


(1) We must persistently regard the “three condu- 
cives” as the basic criterion in determining all 
policies and measures and in checking the merits 
and demerits of our work. In the field of ideology, 
we must guard against the rightist tendency. 
What is more important is to guard against the 
“leftist” tendency at the same time. We must 
dare to break with convention and carry out our 
work creatively. We must implement fully the 
policies clearly defined by the central and provin- 
cial authorities; and dare to explore and carry out 
on an experimental basis these policies which 
have not been clearly defined but are conducive 
to the development of the productive forces. We 
must also boldly use the experience of the coastal 
areas in developing market economy. 


— 
to 
— 


We must persistently uphold the theory that 
“only development is a valid reason.’ While 
subordinating ourselves to the macro-economic 
control exercised by the central authorities, we 
must try our best to invigorate the local 
economy; face up to the imbalance of the eco- 
nomic developments in different regions; and 
encourage those areas where economic develop- 
ment is fast to develop even faster. We must 
strive to maintain a fairly high speed in devel- 
oping the national economy, and increase local 
revenues while taking the situation as a whole 
into consideration. Efforts must be made to 
readjust Our economic structure and raise our 
economic efficiency; try to find some realistic 
new ways to develop our economy, expand our 
existing financial resources and open up and 
cultivate new financial resources. 


_~ 
i) 
_—_ 


On the basis of the principle that we should 
carry out our reform safely and reliably, we 
must exert even greater efforts in developing 
the reform program in all fields. Particular 
efforts must be made to make breakthroughs in 
developing the local economy. We must work 
out a policy to coordinate with the major 
reform programs which the state wishes to 
develop with a faster speed. We should pay 
attention to the way the new structure replaces 
the old; and take the interests of all parties into 
consideration when the major reform program 
affects some parties with vested interests. 


(4 


— 


We must handle well the relations among 
reform, development and stability; use the 
results of economic developments to judge the 
effects of the reform program; and list the task 
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of maintaining stability as an important item in 
the government work. We should strive to 
create a good environment to carry out reform, 
and persistently “grasp two links at the same 
time and attach equal importance to both.” We 
must make arrangements to do our government 
work well and in an overall manner; work for 
material progress and at the same time ethical 
progress and for economic progress and at the 
same time social progress. In the course of 
marching forward, we must timely discover and 
solve new problems, particularly those of a 
tendentious nature; guide and give full play to 
the enthusiasm of the broad masses of cadres 
and people. [passage omitted] 
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Features of New Tax System 


94CE03644 Hong Kong TANG TAI [CONTEMPORARY] 
in Chinese No 34, 15 Jan 94 


[Article by Tian Li (3944 0500)] 


[Text] Since | January 1994, information on a new tax 
system for Mainland China (PRC) has been emerging. 
According to news releases, reforms are being made in 
categories of tax classification, tax rates, and tax collec- 
tion policy. 


A New Tax System Based Primarily on the Turnover 
Tax System 


In December of last year, the PRC announced a set of 
temporary regulations pertaining to tax collection which 
are used to set up a new system of turnover taxes. This 
new system which includes a value-added tax, a con- 
sumption tax, and a business tax will be replacing the 
unified business tax system presently in use. These 
turnover taxes will apply to all enterprises and the 
products of their operations. These enterprises include 
state-owned enterprises, collective enterprises, share- 
holder enterprises, individual enterprises, foreign enter- 
prises, and Chinese-foreign joint ventures engaged in 
production, marketing, and management operations 
from which their income is derived from Mainland 
China. The taxes are levied against this income. 


After reforms have been initiated, turnover taxes will 
include the value-added tax, consumption tax, and the 
business tax which apply to enterprises funded both by 
domestic and foreign investment. The value-added tax 
will be levied on commodity traded and import items, a 
consumption or excise tax on selected consumer goods, 
and a business tax on productive labor and service 
industries, where no value-added tax 1s levied. 


According to reliable sources, the value-added tax will be 
implemented apart from the price of an item; that 1s, 
basing the tax on the price of goods without including the 
value-added tax as the tax base. The taxpayer should 
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take all the income from his orders and combine 1 with 
operating income to figure the value-added tax. At the 
same time, a tax credit system should be implemented 
where tax noted on the invoice may be offset. All steps 
taken before goods are sold must be priced according to 
the notation made on their invoices—whether or not the 
value-added tax was included. All invoices without nota- 
tion of tax, or if the invoice used does not meet specifi- 
cations, or if the invoice is not filled out as specified, no 
tax is offset. After reforms have been made, the basic 
rate for the value-added tax is set to be 16 percent, 
though a lower tax rate of 13 percent will apply for basic 
food staples and agricultural production materials. 


The PRC expects to levy a consumption tax on some 
goods that are specially regulated. Products determined 
preliminarily to have consumption taxes levied on them 
include tobacco, alcohol, color television sets, videore- 
corders, automobiles, limousines, jewelry, air condi- 
tioners, refrigerators, gasoline, diesel fuel, firecrackers 
and fireworks etc. The consumption tax, broken down to 
12 categories, will be calculated according to the set 
quota and the set price for the product. 


The business tax afier reforms is directed primarily 
toward the tertiary industry, in the fields of transporta- 
tion, finance and insurance, telecommunications, enter- 
tainment, construction and various service industries. 
For high-consumption karaoke music parlors, a high-rate 
business tax should be levied on them in accordance with 
local laws, or based on the volume of business generated 
by them, as determined by the local authorities. 


New Classes of Tax Added 


One feature of the new tax system established by the 
PRC is the addition of some new classes of tax. 


—Real estate value-added tax beginning | January 
Though the PRC will not tax income from rents on 
land leased out by local authorities, it does require 
such income to be included in the fiscal budget for 
management purposes. However, with respect to 
domestic and foreign enterprises engaged in real estate 
operations, not only will a business tax and an income 
tax be levied on them, they will also be subject to a real 
estate value-added tax. In the rea! estate transaction, a 
four-stage progressive tax rate is used on the value- 
added tax that 1s levied on the part of the real estate 
that has appreciated. The lowest rate of this progres- 
sive tax is 30 percent; the highest, 60 percent. 


—A tax on trades of stock. The stamp tax presently 
levied on trades of stock 1s changed to become a tax on 
stock trades, at a tax rate ranging from 3 percent to 10 
percent, that applies to both buyer and seller. 


—A real estate tax and a tax on motor vehicle and boat 
use by foreign enterprises and foreign personnel, with 
the possibility that the tax rate and taxes may be 
raised. At the same time, the local real estate tax and 
the tax on their permits to operate a motor vehicle or 
a boat will be canceled. 
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—A public works tax on foreign enterprises, based on 
their sales income, at a rate of 0.5 percent to | percent. 


An Increased Tax Burden and the Central Government's 
Tax Income 


In explaining this new tax system, the PRC states its 
purpose is to unify the tax laws, equalize the tax load for 
all, simplify the tax system, assign rights logically, and 
iron out allottment relationships, to assure financial 
income establish a tax system that meets the needs of a 
market economy. However, 1n reality, it is achieving two 
goals: One is increasing the tax load, so that taxes 
collected, in proportion to the total domestic national 
product, are increased. Second is that of the total amount 
of taxes collected, the proportion going to the central 
government ts increased. 


In Mainland China, about a third of the state-owned 
businesses operate at a loss. Besides problems to do with 
the system, an important reason for this state of affairs 1s 
the heavy tax load which does not allow enterprises to 
have sufficient capital to develop new products and 
improve their techniques. In facing such a great deficit, 
the Mainland Chinese Government does not exert any 
great effort to reduce expenditures, cut down on its 
bureaucratic work force, stop the improper use of public 
funds for meals, trips, entertainment, purchase of luxury 
cars etc. As it continues this policy of tax increases on 
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enterprises already reeling from lack of vitality, it is like 
killing the goose that lays the golden egg. 


Increasing Contradictions Between the Central 
Government and Local Authorities 


Another feature of this new tax system that is being 
implemented 1s its stab on the local authorities by clearly 
stating what are central government taxes, local taxes, 
and joint central-local government taxes. To assure that 
local authorities will turn in the central government's 
taxes on time, it has further ordered the establishment of 
two tax collecting agencies on the local level—one to 
collect for the central government, and the other, for the 
local government. Not only does such a move opt more 
of local benefits to the central government, it also dilutes 
the power of the local authorities. This move has led to 
much dissatisfaction among the locals. Some local areas, 
such as a few in Guangdong Province, have required 
enterprises to turn in, ahead of time, their central gov- 
ernment taxes that are due on | January by the end of 
December to their local tax collection agency. Some local 
areas are very unhappy with this tax apportionment 
system and the establishment of two tax collecting agen- 
cies, and are dragging their feet implementing this order. 
It appears that such contradictions between the central 
government and local authorities on this tax collection 
matter will become greater as time goes by. It is serious 
enough that in several meetings, the PRC’s vice premier 
Zhu Rongji has appealed to all local authonties in asking 
them to understand and support the tax apportioning 
system and not allow it to abort. 
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Note 1: 


Central government taxes: Includes custom duties, state- 
owned enterprise income tax, consumption tax, com- 
modity tax, pooled income from railway, banking, and 
insurance operations, income tax from financial centers 
granted license from the People’s Bank of China, and 
income from special items such as tobacco and alcohol. 


Local government taxes: Business operation tax (after 
deduction for railway and banking insurance), local 
enterprise income tax, individual income tax, agricul- 
tural tax, town public works tax, market tax, and tax on 
prizes and awards. 


Shared taxes: Value-added tax, stock transaction tax. 
resources tax (taxes on marine and aquatic resources go 
to the central government) 


Note 2: 


First Year (1994): The central government will levy taxes 
based on its proportionate share of 60%, but it will return 
to the local authorities the same amount based on each 
province's obligation for this year 


Second Year (1995). The central government returns to 
the local government 10% of the tax collected in accor- 
dance with the proportional 40% retained by the central 
government 


Third Year (1996): The central government collects the 
full 60% from the tax system 





Treasury Bond Market Boom Predicted 


94C E0405 Beijing JINRONG SHIBAO in Chinese 
13 Mar 94 pl 


[Article by Zhao Jian (6392 0256)] 


[Text] In two days, responsible government departments 
will announce to society arrangements for 1994 treasury 
body issuance. According to reli able news, on this 
occasion treasury bonds worth 100 billion yuan will be 
issued, newly increasing three-year term treasury bond 
collection receipts and two-year term material treasury 
bonds. Markets look good for both in terms of interest 
rates and circulation rates, in particular for making it 
easier for the ordinary masses to make purchases. This 1s 
the first boom of China’s bond market in 1994. It has the 
attention not only of high level leadership but individual 
investors also are givi ng it the utmost consideration. 








Treasury bonds have a good reputation, stable earnings 
and no income tax 1s paid on interes t. In most countnes, 
they are are favored by investors who crown them 
“golden bonds.” Since China first issued treasury bon ds 
in 1981, there were 10 years of apportioned issuance as 
an “arranged marriage.” In 1991, after contracted 
buying and sel ling and competitive bidding were 
adopted, there were two years in the market of “free 
love.” In 1991 and 1992, treasury bo nd issuance was at 
10 billion and eight billion, respectively, a honeymoon 
stage of “love at first sight.” In 1993, due mai nly to 
interest rates unsuited to concurrent changes in financial 
markets, there was a hitch in treasury bond issuance; 
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matchm akers cried out in alarm: they are “bitterly 
losing their golden luster.’ Nevertheless, after the 
appearance of state macroeconomic policy measures, 
since the end of January 1994, there has been a boom in 
Shanghai's treasury bond spot market. Bet ween 29 Jan 
and 11 Mar, all major types of 1991 to 1993 treasury 
bonds rose betwen |.74 percent and 3.48 percent. Most 
investors and experts agree, 1994 will be the year of the 
treasury bond in China’s bond market. 


People’s good view of the 1994 treasury bond market is 
not without reason. There is no exception whatever from 
advanced western econom ies by state fiscal treasury 
bond market measures providing long-term stable fund 
accumulation. The Chinese Government has clearly 
announced that as of 1994 central government financing 
will no longer directly provide overdrafts or loans from 
the Central Bank of China, but treasury bonds will make 
up fiscal deficits, accumulate construction funds, read- 
just and control the economy, and hold down inflation. 
This necessarily will expand the volume of treasury 
bonds issued, providing policy assu rances to establish a 
richly vital and effective bond market. The fiscal gov- 
ernment and banks are now joining hands to improve on 
places in the past where second-grade markets were 
imperfect. For example, increasing the kinds of treasury 
bonds to one-half year, one year, two year and three year 
terms; raising interest rates and stressing sales to indi- 
viduals; allowing certain kinds of bonds to be transferred 
on the market for short time periods and allowing 
transfer prices to fluctuate alo ng with the market. To 
make purchases by the masses and supervision easier, 
banks will open a network of 74,000 bond purchase sites 
where customers can convert or obtain cash at any time. 
Banks also will concentrate a network of 43,000 sites to 
handle reselling. The Central Bank of China will join 
market operations at an appropriate time. 


Experts predict that expanding treasury bond issuance 
and exchange under conditions of stock market under- 
selling for a certain time period may spur on currency 
circulation and affect stock prices while at the same time 
providing to most investors a kind of high-earnings safe 
financial commodity which could provide currency to 
three families [huo bi sanjia 6303 3024 0005 1367], 
thereby inciting investors to stress investment, reducing 
speculation and making companies on the market more 
efficient and stress outstanding achievements. 


FOREIGN TRADE, INVESTMENT 


Leaders Attend Hi-Tech JV Inauguration 


94P30040 Beijing BEIJING RIBAO in Chinese 
31 Mar 94 pl 


[Editorial Report] Chinese leaders Tian Jiyun, Huang 
Hua, Zhang Baifa. Yang Xianzu, and X1ao Rong, as well 
as Yun Tong-yun, ROK minister of communications, 
attended the 28 March inaugural ceremony of the 
Jinggao Comprehensive Telecommunications Equip- 
ment Co., Ltd, a high-tech enterprise jointly financed 
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and established by the Beijing Telecommunications 
Management Bureau and ROK’s Kohap Group. This 
company will introduce advanced technology from the 
INC company of the United States to develop, produce, 
and sell credit card verification equipment and other 
telecommunications eyuipment. 


International Trade Institute Meeting Summarized 


94CE0380A Beijing JINGJIXUE DONGTAI [ECONOMIC 
DYNAMICS] in Chinese No 1, 18 Jan 94 pp 32-35, 14 


[Summary of the China International Trade Institute’s 
1993 academic year annual meeting, a joint symposium 
on articles solicited on “China’s Foreign Trade Devel- 
opment and Reform” and “Thoughts and Explorations 
on Further Intensifying Foreign Trade Reform’’] 


[Text] The China International Trade Institute and the 
Chongqing Foreign Economic Relations and Trade Insti- 
tute jointly held on 26-29 October 1993 in Chongqing 
City the China International Trade Institute’s 1993 
academic year annual meeting, a joint symposium on 
articles solicited on ““China’s Foreign Trade Develop- 
ment and Reform.”” MOFTEC Vice Minister Shi Guang- 
sheng [4258 1639 3932] presented a written address at 
the symposium. Concerned experts and academics, such 
as Ji Chongwei [1323 1504 1218] [executive director of 
the State Council’s Economic, Technological, and Social 
Development Research Center], He Fang [0149 2455], 
Chen Luzhi [7115 7627 4160], Huang Fanzhang [7806 
5400 4545], and Li Fengting [2621 7364 0080] [vice 
president of the China National Chemicals Import and 
Export Corporation (SINOCHEM)], gave special reports 
on matters, such as the current international situation 
and China’s foreign relations, economic cooperation in 
the Asia-Pacific region, China’s foreign trade develop- 
ment strategy and intensification of foreign trade 
reform, and the conversion of operating forces and 
implementation of shareholding-system experiments by 
foreign trade enterprises. And over 100 participants 
from 28 provinces and cities throughout China held a 
heated discussion on the symposium’s theme of ““Ways 
To Establish a New Foreign Trade System and New 
Foreign-Trade-Enterprise Operating Forces Suited to the 
Needs of a Socialist Market Economy and International 
Trade Norms, To Promote the Sustained, Rapid, and 
Sound Growth of China’s Foreign Trade.’ The major 
viewpoints were as follows: 


I. Basic Views on China's Current Foreign Trade System 


The participating delegates held that through the last 15 
years of steady reform, while China’s foreign trade system, 
particularly our export system, essentially conforms to inter- 
national trade norms, with our export management and 
operations basically suited to the current need to establish a 
socialist market economy, certain unsuited parts still of 
course exist, which need to be gradually improved through 
intensified reform to meet the needs of developing a 
socialist market economy. The major issues that now need 
emphasis and intensified study to resolve are: 1) Our 
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import-management system ts severely backward, still man- 
aged through many administrative means of examination 
and approval. 2) Faced with “GATT reentry” and market 
economy development, many foreign trade enterprises are 
slow at converting their operating forces. In particular, the 
state-published “Regulations on Converting the Operating 
Forces of State-Owned Industrial Enterprises” and the for- 
eign trade and economic cooperation sector's detailed 
implementation rules and regulations are not yet being 
implemented in many places, so need intensified implemen- 
tation to ensure that foreign trade enterprises genuinely 
become import-export-commodity operators with indepen- 
dent operations, liability for profits and losses, and self- 
restraint and -development forces, to enhance their vigor 
and vitality, and improve their economic efficiency; 3. Our 
foreign trade legislation is weak, with its legal institutions 
and establishment in sharp need of strengthening, through 
forming as quickly as possible a complete legal system for 
socialist foreign trade and economic cooperation, in order 
to maintain a normal foreign trade order and ensure legiti- 
mate enterprise rights and interests, and to ensure that 
foreign trade reform is intensified steadily and our foreign 
trade and economic cooperation develop soundly. 4) Our 
foreign trade service-coordination mechanisms remain 
imperfect, meaning that we need to speed up reform of our 
Foreign-Trade-Commodity Chamber of Commerce to 
strengthen its service-coordination function, as well as 
bringing into full play the role of research and advisory 
bodies, such as foreign trade and economic cooperation 
research organs. colleges and universities, institutes, and 
associations. 5) Many local grass-roots foreign trade opera- 
tions remain in difficulty, with system problems not yet 
essentially solved, requiring a faster pace of reform. 6) 
Regional barriers have not yet been dismantled fully, 
requiring the formation as quickly as possible of a consoli- 
dated policy and a uniform market, to adapt to expanded 
commodity circulation and deregulated operations. 


Il. Thoughts and Ideas on Further Intensifying Foreign 
Trade Reform 


1. On Establishing an Overall Foreign-Trade-Reform 
Ideology, To Strengthen Related Ideas and Measures 


The participants held that while our foreign trade reform 
is aimed at speeding up foreign trade growth, our foreign 
trade growth 1s faced with two large markets, domestic 
and overseas, subject to sharp and complex market 
competition, and restricted by many factors, both 
domestic and external. Our new foreign trade system 
needs to be suited not only to the needs of our socialist 
market economy and international trade norms, but also 
to those of domestic and overseas business and trade 
conditions, overseas business and trade developments 
(such as increased export earnings), and high foreign- 
trade economic efficiency. So we need to look at the 
overall situation, by working in close cooperation with 
other system reforms, such as of our overall national 
economy, particularly banking and foreign exchange, 
revenue and taxation, investment, and state-assets man- 
agement, and by making overall plans for intensified 
related reforms. We need to emphasize the four related 
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reforms of further improving our foreign trade macro- 
economic regulation and control system, converting the 
operating forces of foreign trade enterprises, strength- 
ening foreign trade service-coordination mechanisms, 
and establishing and perfecting legal safeguards and 
oversight mechanisms, by dovetailing them, making 
them complementary, operating them effectively, and 
bringing the functions and roles of all mechanisms into 
full play for a comprehensive effect. Meanwhile, we need 
to emphasize overall planning with due consideration for 
all concerned in foreign trade reform at all levels from 
the center to the local grass-roots, considering the real 
conditions and interrelations among foreign trade enter- 
prises of all varying categories and various economic 
components, and by combining foreign trade with over- 
seas business and investment, and our import and export 
systems, for overall related reforms. 


Some papers summarized the substance of our new 
foreign trade system as follows: A new foreign trade 
system in a socialist market economy combining opening 
to the outside world with internal opening, mostly state- 
owned foreign trade enterprises with diversified eco- 
nomic components, standardized macroeconomic state 
management with independent enterprise operations, 
export incentives with correspondingly open import 
markets, and a consolidated, legalized, and internation- 
alized national foreign trade policy with transparency. 


Some participating delegates suggested that in the next 
five to seven years, we should take full reform steps that 
supplement each other for “three deregulations and two 
controls”: 1) We should gradually deregulate our foreign 
trade operating authority, to ultimately elminate our 
examination and approval system for foreign trade oper- 
ating authority. 2) We should gradually deregulate our 
import market, to realize the principle of import-export 
balance. 3) We should gradually deregulate our exchange 
rates and foreign exchange control system, by practicing 
a market-based single floating exchange rate system, and 
changing our quota system to a cash system, so that the 
RMB will be a convertible currency. 4) Based on stronger 
legal institutions, we should practice effective foreign 
trade control, so that our foreign trade policy becomes 
more uniform, legal, internationalized, and transparent. 
5) We should tighten our foreign trade macroeconomic 
regulation and control capability, by using mostly eco- 
nomic means to bring the role of large- and medium- 
sized state enterprises into full play, while taking the 
necessary administrative and organizational steps. 


Other papers suggested that our foreign trade and eco- 
nomic cooperation sector should be a relatively indepen- 
dent system, with reform operations needing macro- 
micro coordination and import-export consolidation, 
and that we should try a systems-analysis methodology 
to find the particular steps and necessary prerequisites 
for perfecting China’s foreign trade system. And yet 
other papers used the evolution of the “general business 
and trade” order to study and explore ways to further 
intensify foreign trade reform. 
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2. On Further Perfecting Our Foreign Trade 
Macroeconomic Regulation and Control System 


The improvement of our foreign trade macroeconomic 
regulation and control system is aimed at using mostly 
economic, legal, and policy means supplemented with 
the necessary administrative ones to exercise effective 
macroeconomic regulation and control over foreign 
trade, so that it can grow in a sustained, rapid, and sound 
way with better economic efficiency. This will mean: 


1. We need to speed up the conversion of responsible- 
government-department foreign trade functions, to 
strengthen their macroeconomic regulation and con- 
trol capability. Some papers suggested that while the 
direction is separation of government administration 
from enterprise management, the conversion of enter- 
prises from government subsidiaries to relatively 
independent commodity operators will require a pro- 
cess, to which the keys are how to take timely sepa- 
ration steps and correctly grasp the government- 
sector functional-conversion dynamics. It was 
suggested that we adopt the principles of “dividing up 
functions, demarcating status, making the best use of 
the situation, and succeeding when conditions ripen,” 
with priorities being: A) To rationalize property rights 
relations, by separating government administration 
from business management, leaving the government 
functional sector to manage well state-owned assets. 
B) To reform our personnel system, by strengthening 
auditing oversight, leaving the government functional 
sector to select and appoint good managers. C) To 
tighten macroeconomic regulation and control, by 
ensuring fair competition, to force the government 
functional sector to enhance its trade management; 
the government functional sector needs to enhance its 
service-coordination in areas, such as credit funds, 
foreign trade shipping, foreign exchange manage- 
ment, information forecasting, and sending of per- 
sonnel abroad. 


ho 


We need to speed up reform of our foreign trade 
planned management system, using mainly macro- 
economic planning and guidance targets to guide 
enterprise operating targets; for particularly impor- 
tant foreign trade commodities of importance to the 
national economy and the people’s livelihood, we 
need to exercise quota control, to coordinate and 
balance domestic and overseas market supply and 
demand relations. Some participating delegates sug- 
gested that the state should draw up and publish 
national foreign-trade-export macroeconomic annual 
guidance plans, with all provinces, municipalities, 
and autonomous regions drawing up midlevel- 
economic foreign-trade-export guidance plans, 
leaving enterprises to set their own export plans based 
on macroeconomic targets and operating aims; 
planned quota control and distribution should be 
gradually converted to the Chamber of Commerce 
controlling overall export-commodity volume on its 
own under state guidance; we need to scientifically 
draw up mid- and long-term development plans for 
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foreign trade exports, practicing a matched externally 
oriented industrial-development policy, to lay the 
industrial grounds for long-range growth of foreign 
trade exports. 


3. We need to bring into full play the regulatory impact 
on foreign trade of economic leverage, such as 
exchange rates, credit, and taxation. We need to 
accelerate reform of our foreign exchange manage- 
ment system. Based on ensuring a national foreign 
exchange balance, we need to strive to realize as 
quickly as possible a controlled, unitary, floating 
exchange rate system; the central bank should set up a 
foreign exchange levelling fund, to regulate and con- 
trol foreign-exchange-market supply and demand and 
exchange rates; exchange rates should be essentially 
adjusted to float according to market forces. Some 
participating delegates suggested that we should basi- 
cally stabilize the RMB market exchange rate at a 
level slightly lower than its real value, while elimi- 
nating our method of foreign exchange quotas and 
enterprise payment to the state without compensation 
of some foreign exchange quotas; we should eliminate 
our foreign exchange sharing system, and establish an 
export tariff system; we should establish a uniform 
foreign exchange conversion market and a state 
import-export special bank; while maintaining the 
basic stability of the RMB exchange rate, we should 
gradually make it convertible, by beginning convert- 
ibility first in trade, and then gradually moving to 
capital convertibility. 


As to the use of credit and tax leverage, some partic- 
ipating delegates suggested directly linking credit 
scale to export scale, and linking loan interest rates to 
export growth rates; the tax-rebate budget should be 
matched with export plans, with prompt and ade- 
quate rebates based on export achievements; income 
tax payments by foreign trade enterprises should use 
the export-growth progressive-regressive tax rate; tax- 
revenue reform should be speeded up, to achieve 
separation of taxes from profits; foreign trade com- 
pany profits, except for tax payments, should be 
mostly kept by enterprises to make up working-capital 
shortages; China’s overall tariffs should be adjusted 
down to the proper rational level for a developing 
country; the tariff-rate gap should be widened 
between finished products and raw materials, semi- 
finished products, and parts. 


111. Thoughts and Suggestions on Converting the 
Operating Forces of Foreign Trade Enterprises 


Many participating delegates noted that converting 
enterprise operating forces is the central link in and 
grounds for promoting our socialist market economy 
establishment. In order to speed up the conversion of 
operating forces by foreign trade enterprises, the current 
key task is to intensify the implementation of the “Reg- 
ulations” and the foreign trade and economic coopera- 
tion sector’s detailed implementation rules and regula- 
tions, so that foreign trade enterprises can genuinely 
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become independent foreign-trade-commodity opera- 
tors with the “four independents,” to put enterprise 
operations onto a market-economy track. Mainly the 
following thoughts and ideas were set forth to accom- 
plish this: 


1. Basic Thoughts on Converting the Operating Forces 
of Foreign Trade Enterprises 


Some participaing delegates noted that converting the 
operating forces of foreign trade enterprises means that 
foreign trade enterprises will have to meet the needs of 
market economy development as quickly as possible, by 
making operating autonomy their premise, liability for 
profits and losses their motivation, markets their orien- 
tation, economic efficiency their focus, optimum com- 
position their grounds, and development of foreign trade 
and business their aim. New operating forces for foreign 
trade enterprises means establishing overall related 
mechanisms, such as decisionmaking mechanisms, 
development mechanisms, business accounting and 
financial management mechanisms, information collec- 
tion and feedback mechanisms, and ideological and 
political work guarantees. 


The key current steps for converting the operating forces 
of foreign trade enterprises are separating government 
administration from business management, and dividing 
up the two powers. This means rationalizing property 
rights relations, by inventorying the assets and funds of 
foreign trade enterprises, correctly assessing state assets, 
establishing an enterprise incorporation system and, 
through practicing shareholding, ensuring that foreign 
trade enterprises evolve internal plural property mghts 
relations, thus cutting off the subsidiary relationship of 
enterprises to responsible government departments, and 
paving the way for foreign trade enterprises to achieve 
the “four independents.” 


2. Speeding Up the Conversion of Operating Forces by 
Large and Medium-sized State-Owned Foreign Trade 
Enterprises 


Through converting operating forces, we need to actively 
cultivate and develop large state-owned foreign trade 
enterprises (or groups), by bringing their dominant role 
into full play, in order to strengthen our socialist market 
economy foundation. Through intensified internal enter- 
prise reform, we need to establish a modern business 
management system, to raise enterprise quality and shift 
the development focus of large and midsize state-owned 
foreign trade enterprises to a track of higher economic 
efficiency, so that they can make greater contributions to 
national export earnings. The state needs to provide the 
climate and grounds for fair competition to large and 
medium-sized state-owned foreign trade enterprises, 
supporting and encouraging enterprises to take the route 
of conglomeration, industrialization, and international- 
ization. Some papers suggested that domestic credit 
should be slanted toward large state-owned foreign trade 
enterprises; control of overseas loans to large foreign 
trade enterprises should be appropriately eased; the 
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state-owned asset appreciation rate, or operating scale 
and efficiency, should be the basic criterion for assessing 
the proficiency of large and medium-sized state-owned 
foreign trade enterprises. 


3. Sharply Improving Management Within Enterprises 


We need to establish and improve all internal- 
management rules and regulations, particularly strength- 
ening financial and fund management, control of subor- 
dinate and overseas enterprises at all levels, and 
oversight and control of investment and shareholding 
enterprises; we need to emphasize the development of 
the employee ranks, finding ways to stop the talent 
outflow. Some papers suggested that foreign trade enter- 
prises need to establish a talent concept, by setting up 
ability mechanisms, to raise enterprise-employee 
quality; we need to intensify reform of enterprise per- 
sonnel and labor-wage systems, advertising for company 
managers based on the principles of ““openness, equality, 
competition, and excellence,” and eliminating enterprise 
administrative rankings; we need to make company 
managers more professional and group-oriented, to form 
a rational professional management group structure, by 
regarding management as a specialized profession, to 
achieve professional management; we need to adopt 
diversified forms of regular specialized education and 
training for enterprise employees, by steadily upgrading 
employee knowledge and skills, to meet the personnel 
needs of foreign business and trade and enterprise oper- 
ating development in various stages, so that enterprises 
can maintain strong vigor. 


4. On Actively Promoting Enterprise Structural 
Reorganization 


We need to use forms, such as shareholding and holding 
[companies], to form many subsidiary companies, joint- 
venture enterprises, and enterprises with domestic links, 
to achieve the optimum disposition of human, financial, 
and material factors; we need to develop shareholding 
proup-enterprises with integrated production, supply, 
and sales, moving in the direction of multi-functional, 
industrialization, multipurpose, and internationaliza- 
tion; we need to organize a comprehensive business 
association to achieve operation of scale. 


The symposium discussed the matter of shareholding 
experiments by foreign trade enterprises, suggesting the 
problems that need attention in experimental work. The 
participating delegates held that while the work of con- 
ducting shareholding experiments in China’s foreign 
trade enterprises had begun rather late, it was developing 
very quickly, with the current issues needing attention 
being: experiments must strictly adhere to the pertinent 
State-set rules and regulations, being conducted 
according to state-provided policy and examination and 
approval formalities and standards; we need to experi- 
ment actively and boldly, first experimenting and then 
disseminating, moving from the easy to the hard for 
steady development; the current priority 1s to do a good 
job of attracting enterprise employees to buy shares in 
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limited-lhability company experiments, with qualified 
enterprises allowed to conduct limited-company exper- 
ments through directed or public fundraising; experi- 
mental enterprises must conduct objective assets assess- 
ments according to pertinent provisions, correctly 
dividing up and dealing with the matter of state assets 
and enterprise assets. As enterprise shareholding in 
China is still a new thing, with how to organically 
combine the successful experience of advanced Western 
countries with China’s national conditions and foreign 
trade enterprise realities being a new problem, we need 
to act in the light of practical experience, while 
continuing to study and explore. 


Some of the symposium’s papers and deliberation state- 
ments also studied and explored matters, such as policy 
and strategic problems related to intensified foreign trade 
reform, and foreign trade operations, presenting certain 
thoughts and suggestions. In addition, this symposium also 
explored the new state of economic cooperation in the 
Asia-Pacific region and the matter of strengthening coop- 
eration in the Asia-Pacific region, as well as analyzing and 
studying the Fifth APEC Ministerial Conference that 
would be held in mid-November in Seattle, and the idea 
put forth by U.S. President Clinton for the establishment 
of a “New Asia-Pacific Community.” 


International Balance of Payments During 1993, 
1994 

94CE0377A Beijing GUANLI SHIJIE [MANAGEMENT 
WORLD}] in Chinese No 52, 24 Jan 94 pp 83-87 


[Article by Wang Zhichao (3769 3112 6389), Investiga- 
tion Statistics Department, Chinese People’s Bank Head 
Office: “Analysis of the 1993 International Balance of 
Payments Situation, and Forecast for 1994] 


[Text] The national economy saw sustained growth 
during 1993 as a follow-on to 1992. Vigorous domestic 
demand produced a situation in which the domestic 
economy was able to absorb more than it could supply. 
This produced a rise in prices that became the main 
reason for limiting exports and the encouraging imports. 
A substantial adverse balance between imports and 
exports occurred during 1993. China’s international bal- 
ance of payments took a pounding, but high speed 
economic growth produced an in-flow of foreign capital 
that made up the deficit in current accounts. Foreign 
exchange reserves increased slightly, the central bank’s 
foreign exchange holdings remaining basically stable. 


1. Changes in the International Balance of Payments 


Customs statistics show maintenance of a fairly rapid 
growth momentum in China’s foreign trade between 
January and November 1993, imports and exports 
totaling $164.2 billion, up 16.5 percent from the same 
period in 1992. Export growth slowed to $78.25 billion 
while imports increased greatly to $85.95 billion in a 
respective 6.2 and 27.8 percent increase over the same 
period in 1993. The growth rate difference between the 
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iwo was 21.6 percentage points, and the adverse balance 
of trade was $7.7 billion. However, in 1992 China had a 
favorable balance of trade. This and other favorable 
balance of payments made up for the 1993 adverse 
balance. By October 1993 the national foreign exchange 
balance was $260 million more than at the end of 1992. 


Inasmuch as total trade receipts account for more than 
70 percent of China’s international balance of payments 
in today’s outwardly oriented economy, an analysis of 
changes in trade receipts will substantially reflect 
changes in the country’s international balance of pay- 
ments today. An analysis of 1993 shows the following 
several characteristics: 


1. Change from a favorable to an unfavorable balance 
between imports and exports beginning at the end of 
1992, the unfavorable balance running to $2.021 
billion. Except at the beginning of the year, 1993 
showed an unfavorable balance, the unfavorable bal- 
ance for the first three quarters of the year amounting 
to $1.173, $2.321, and $3.007 billion respectively. 
October and November showed an adverse balance of 
$586 million and $613 million respectively. 


to 


The adverse balance of trade resulted from lackluster 
exports and a dramatic increase in imports. Since 
August 1991, imports have increased faster than 
exports. In 1991, exports increased by 15.81 percent 
and imports increased by 19.57 percent, exports being 
3.76 percentage points less than imports. In 1992, 
exports increased 18.2 percent and imports increased 
26.35 percent, exports being 8.15 percentage points 
less than imports. During the first three quarters of 
1993, exports were a respective 17.94, 19.9, and 28.9 
percentage points less than imports, and during 
October and November, the difference was a respec- 
tive 16.63 and 21.7 percentage points. 


3. During 1993, imports and exports were characterized 
as follows: 1) Generally slow growth of trade; how- 
ever, compensation trade, trade from the processing 
of imported raw materials, and foreign trader invest- 
ment in enterprises, which required investment in 
imported equipment and goods, and a supply of 
imported materials and parts for processing into 
products for sale within China, increased more rap- 
idly. 2) Imports and exports of primary products 
declined over the same period in 1992, but imports 
and exports of industrial manufactures increased. 
However imports were far greater than exports. 3) In 
terms of different kinds of enterprises, a sharp 
increase occurred in the imports and exports of the 
three kinds of partially or wholly foreign-owned 
enterprises, while the exports of state-owned enter- 
prises, which are China’s main exporters, showed 
negative increase. 4) Changes in the regional make-up 
of foreign trade included a fairly rapid increase in 
China’s exports to neighboring countries and territo- 
ries stemming from the strong growth of the southeast 
Asian economy, and a rapid increase in imports from 
developed countries. 
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4. Since July, China has inaugurated a series of macroeco- 
nomic structural readjustments. The state intervened in 
foreign exchange swap markets, the swap market price 
gradually stabilizing at $1 to 8.80 yuan renminbi. This 
price was extremely beneficial both in promoting the 
export trade and in ensuring foreign exchange avail- 
ability for key projects. This eliminated the effect of the 
dual pressures that the foreign trade sector faced from 
rising prices paid to goods suppliers and foreign traders 
demanding a lower price on goods they purchased, a 
situation that stemmed from large rises and falls in swap 
market foreign exchange prices during the first half of the 
year. Structural readjustments also lowered the temper- 
ature of the hot real estate and development zone mar- 
kets. Thus, the amount of foreign exchange needed for 
construction materials imports declined, and inventories 
of raw and processed materials such as processed steel 
products rose. The increase in urban resident and social 
group consumption also abated. Because of the shortage 
of capital and structural readjustments, fixed assets 
investment growth momentum gradually declined there- 
after, and all macroeconomic indicators gradually 
improved, creating a relaxed environment for imports 
and exports. With improvement of the macroeconomic 
situation, imports and exports will enter a fairly stable 
growth stage after the beginning of the fourth quarter; 
however, a basic reversal in the adverse balance between 
imperts and exports for the whole year will be very 
difficuli. For the year as a whole, a certain adverse 
balance vetween imports and exports will remain, and a 
demand ‘or foreign exchonge that is greater than the 
amount o: foreign exchange that exports generate will 
continue into 1994. However, because of the accelera- 
tion of capital inflow in the short run, plus the country’s 
current foreign exchange holdings and the Bank of 
China’s foreign exchange supply, continuation of the 
present adverse balance between imports and exports 
poses no risks. 


2. Analysis of the Reasons for Chang>s in Current 
Accounts 


The year 1993 was one of high speed’ growth for the 
national economy. Thanks to the inertia provided by a 
12.8 percent growth in GDP during 1992, GDP for the 
first three quarters of 1993 increased 13.3 percent over 
the same period in the previous year. Forecasts call for 
approximately 13 percent growth for the yeer as a whole. 
Without doubt, the current adverse balai ce between 
imports and exports is attributable to changes in the 
operation of the economy in 1993. This is ano her way of 
saying that strong domestic investment demand and 
consumption demand pulled a rise in prices, which 
delivered an enormous pounding to the balance of for- 
eign trade, holding down exports and increasing :mports. 
Specifically, the following reasons apply: 


1. A Cumulative and Easy Money Policy, and Too Large 
a Supply of Currency 


The adverse effect of money on an economy ts caused 
by too great an amount of money becoming available 
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within a short period. Following the retrenchment 
between October 1988 and October 1989, China 
pursued an easy money policy beginning in 1990. 
Between 1990 and 1992, the central bank increased 
the basic money supply by 26.9, 29.1, and 17.4 
percent each year. This showed that total money 
supply in the broad sense, M,, also reached 27.9, 26.8. 
and 31.3 percent, thereby basically exceeding the sum 
of both economic growth and the rise in prices for the 
same year. One might assume that the pessimistic 
forecasts of principal economic entities regarding the 
overall operating environment caused a blockage of 
channels for the transfer of currency to the economy. 
The currency supply became a cumulative force 
waiting to be released. 


In 1992, the economy began to liven up. It became 
quite apparent at this time that the money supply was 
beginning to move in the direction of highly fluid 
currency levels such as M,, and M,. This meant that 
during 1993, M, fell from 31.3 percent at the end of 
the year to 30.3 percent at the end of March, 26.5 
percent at the end of June, 22.2 percent at the end of 
September, and 24.2 percent at the end of November. 
Despite the month-by-month slide, it remained high 
over the long run. Meanwhile, growth of money in the 
narrow sense was fast at 19.2 percent in 1990, 24.2 
percent in 1991, and 35.8 percent in 1992. During 
1993, it remained substantially stable at a 35 percent 
increase for the first half of the year, beginning to slow 
only during the last half of the year. Beginning from 
34.2 percent in June, it declined to 20.5 percent in 
September, and 20.9 percent in November. During 
the same period, M,—the amount of money in circu- 
lation—exceeded 40 percent for 8 months, going from 
31.3 percent early in the year to 54.1 percent at its 
height in June and returning to 38.2 and 35.3 percent 
respectively in October and November. 


As the government gradually relaxed trade restric- 
tions and China’s economy became linked more and 
more to the world economy, monetary policy played 
an increasingly stronger role on the international 
balance of payments. This has been attested to by the 
central bank’s balance sheet in recent years. We know 
that the basic money supply equals net assets abroad 
and domestic credit. This 1s a simple identical equa- 
tion used in accounting. When the money demand 
constant remains stable, meaning that the basic 
money supply remains stable, changes in domestic 
credit will be made up by net asseis abroad. The 
cushioning effect of net assets abroad partially vitiates 
the effect of central bank monetary policy, limiting 
the extent of its effectiveness. Of course, in addition 
to considering the amount of assets available at this 
time, one must also take into account the following: 
the economic entities holding the assets, ability to 
draw on them quickly, and the psychological effect of 
the state’s drawing on foreign exchange assets. Since 
1992, the basic amount of currency put into circula- 
tion has varied, e.g., 1t declined from 26.5 percent at 
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the beginning of 1992 to 17.4 percent at the end of the 
year, and to 6.5 percent at the beginning of 1993 after 
which it began to climb again. It went from 19.8 
percent in February to 20.8 percent in June, 23.2 
percent in August, and 34.8 percent in October. This 
corresponded to the amount of domestic credit for the 
most part, which went from 18.3 percent at the end of 
1992 to 33.9 percent in October 1993. Since 1993, 
foreign exchange holdings have remained basically 
unchanged. Foreign exchange savings increased 
hardly at all between November and the beginning of 
1993. One can conclude that the effect of currency on 
the economy, particularly in the foreign trade sector 
where transfers require a certain amount of time, is 
gradually producing an effect on the international 
balance of payments. 


. Speed of Investment in Fixed Assets Fairly High 


This 1s one of the main features of the current 
economic cycle. The pull of investment became the 
main force spurring high speed operation of the entire 
economy. In 1992, investment in fixed assets owned 
by the whole people reached 40.7 percent. Since 1993, 
there has been no abatement in enthusiasm for 
Starting projects by all jurisdictions and all sectors 
because of the returns that can be made, nor hast 
there been any marked improvement in the kinds of 
projects in which investments are being made. During 
the first half of the year, state-owned units investment 
in fixed assets increased by more than 70 percent. 
Despite a downturn following readjustment and con- 
trol, the cumulative 10 month increase was still 65.2 
percent. The domestic economy cannot stand an 
increase of investment in fixed assets on such a scale; 
thus, expansion of imports was needed to satisfy 
domestic demand. 


Sustained Rise in Domestic Prices, Particularly in 
Large- and Medium-Sized Cities 


Pulled by overly high fixed assets investment demand 
and stable yet rising consumption demand, nominal 
variates changed in the face of shortages, the price 
level rising to check the gap between supply and 
demand. Moreover, change 1n the price level pulled 
imports and exports in turn, bringing about changes. 
On the one hand, the rise in prices brought the 
prospect of profits, which stimulated hot selling goods 
such as building materials and electrical appliances. 
On the other hand, the rise 1n prices caused a rise in 
the foreign exchange cost of exports. A shortage of 
major export commodities occurred, foreign trade 
corporations finding it more difficult to assemble 
exports. In March 1993, retail prices of social com- 
modities broke the double digit mark to reach 10.2 
percent after increasing 5.4 percent in the previous 
year. By September, prices rose a cumulative 12.1 
percent to 14.5 percent for the month. Meanwhile, the 
staff member and employee 14.8 percent cost of living 
index reached 16.9 percent in September. As the 





ECONOMIC 59 


economy heated up, once again it became more 
profitable to see commodities in the domestic market 
rather than export them. 


. Decline .n Export Foreign Exchange Conversion 


Rate; Large Outflow of State-owned Assets 


Foreign exchange receivable from exports for the 
period January through July 1993 totaled $36.798 
billion, but only $20.306 billion, or 55.18 percent, of 
foreign exchange was converted. In addition to an 
increase in exports by three kinds of partially or 
wholly foreign-owned enterprises, and an increase in 
the percentage of exchange settlements not handled, 
the main reason for the decline in the rate of foreign 
exchange conversions was an increase in foreign 
accounts receivable, which were retained abroad for 
investment. Furthermore, insufficient attention was 
paid to follow-up work in verifying and writing off 
exports after the fact, so where large amounts of 
foreign exchange went was a mystery. 


. External Economy Unsatisfactory 


Foreign trade corporations export difficulties 
increased as a result of the general economic slump 
and recession in Western industrial countries, a rise in 
trade protectionism, current trade frictions between 
China and the United States. and trouble from con- 
stant anti-dumping investigations in the E.C. 


The world economic situation has declined continu- 
ously since the beginning of the 1990s. In 1992, world 
GNP increased only 0.7 percent, and the 1993 
increase is forecast at 0.9 percent. In 1994, the world 
economy may begin to revive. Forecasts call for a 2.6 
increase in world GNP then. In recent years, interna- 
tional trade has been in a similar slump. Forecasts call 
for a respective 4.3 and 6.2 percent increase in world 
trade volume in 1993 and 1994. 


Forecasts call for a | percent increase in the GNP of 
developed market economy countries. This includes a 
2.7 percent increase in North America, and a 0.4 
percent decline in the EC. The main reason for the 
economic recession in developed countries 1s insuffi- 
cient domestic and foreign demand. In 1993, devel- 
oped countries’ exports declined 0.1 percent and 
imports increased 0.! percent. In developing coun- 
tries—particularly in southeast Asia—economic 
growth is strong. In 1993, GNP increased 5.3 percent 
in developing countries, and imports and exports 
increased by 9.9 and 8.4 percent respectively. During 
the next two years, an even more booming develop- 
ment trend will continue. Since the economy of East 
Europe 1s in a period of change of economic systems, 
all sorts of political and economic conflicts are 
extremely glaring there. Its economy is in severe 
recession, both production and exports declining. 


The world economic recession has a direct effect on 
China's foreign trade. First of all, domestic demand is 
insufficient in numerous countries. This limits the 





increase in China’s exports. Second, owing to the insuf- 
ficient domestic demand in countries undergoing an 
economic recession, products must be exported in order 
to be sold. Consequently, international market competi- 
tion is more intense, adding to China’s export difficul- 
ties. Finally, the intense export market competition 
makes it easier for China to import. 


In summary, the effect of the world economic slump on 
China's foreign sector is: bad for exports; good for 
imports. 


3. Capital Receipts and Expenditures 


China’s 1992 international balance of payments 
schedule, which was drawn up in 1993, shows -$25 
billion for capital. This includes long term capital of 
$65.6 billion and short term capital of -$90.6 billion. The 
long term capital is a positive figure that reflects foreign 
investors’ view of the China market’s development pros- 
pects. During the first half of 1993, China approved 
43.632 foreign trader investment projects calling for the 
investment of $58.756 billion. The actual amount of 
foreign capital used was $9.396 billion. This was a 
respective 234.3, 300.3, and 179.8 percent increase over 
the same period in 1992. In addition was other long-term 
capital obtained. Long-term capital for January through 
August should also be a positive figure. 


The -$90.6 billion in short-term capital reflects not only an 
increase during 1993 in the amount of short-term foreign 
loan capital and interest that China paid, but foreign 
capital’s use of the China market for speculation should 
also evoke serious attention. The net inflow of China’s 
foreign borrowing has decreased relatively in recent years, 
and the foreign debt balance has slowly increased. By 
comparison with the initial period of foreign borrowing, 
the debt repayment burden will increase. In view of the 
present import-export situation and the country’s foreign 
exchange reserves, we must strictly control the flow of 
short-term capital in order to prevent a situation that 1s 
detrimental to the internal economy. 


Capital has always been closely related to the use of 
foreign capital, but China ts guilty of seriously abnormal 
behavior in its current use of foreign capital. According 
to a Shandong branch bank survey, the main problems 
are in the following regards: 


1. Rather blatant issuance of IOUs by the foreign party 
in concerns in which foreign traders have invested. 
This show up strongly in the low percentage of 
investment funds that the foreign trader provides. 
According to Qingdao Port Business Department 
survey Statistics on concerns in which Chinese and 
foreign traders have invested, foreign traders provide 
only 46 percent of funds, a 23 percent decline from 
the same period in the previous year. 


2. High debt businesses in which foreign traders shift 
risks to China. In enterprises in which foreign traders 
have invested, Chinese banks provide the registered 
capital of both parties, with the result that the foreign 
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party's actual capital investment is a very small 
percentage of the total capital invested in the enter- 
prise—approximately |0 percent. In order to do busi- 
ness On a proper scale, enterprises in which foreign 
traders invest obtain large amounts of capital from 
inside China, incurring a lot of debt. This creates a 
situation in which foreign capital makes use of 
domestic capital. 


3. Existence of phony joint ventures. Not only are their 
phony joint venture enterprises that have no foreign 
investment, but there are «'so joint venture enter- 
prises in which the Chinese party invests nothing or 
very little. Five of the nine joint venture enterprises 
founded since 1992 in Qihe County, Shandong are 
phony joint enterprises. This is 56 percent of all 
enterprises and 58 percent of all foreign-invested 
enterprises. 


4. Some foreign-invested enterprises borrow back for- 
eign debt under the guise of a joint venture. The 
method used is as follows: Although both parties to 
the joint venture have signed a joint venture agree- 
ment, this is simply a formality for the foreign party. 
Both parties also secretly sign an additional agree- 
ment that provides that no matter whether the enter- 
prises shows a profit or a loss, the Chinese party must 
return to the foreign trader the foreign trader’s invest- 
ment with interest. 


5. Imbalance between foreign exchange receipts and 
expenditures in concerns in which foreign traders 
invest becoming increasingly senous. Even though 
concerns in which foreign traders have invested take 
more foreign exchange foreign exchange swap mar- 
kets than they put in, a substantial portion of what 
they take out 1s investment money and not foreign 
exchange earnings from exports. Therefore, as the 
number of enterprises in which foreign traders invest 
increases, the pressure they exert on the swap markets 
will become greater, causing instability in swap 
prices. 


4. Changes in Foreign Exchange Reserves, and Changes 
in Swap Market Prices 


Inasmuch as Chinese trading system ts not an entirely 
open market economy system, and since the exchange 
rate system 1s not a freely floating exchange rate system, 
changes in China’s international balance of payments are 
ultimately expressed in changes in the quantity and price 
of foreign exchange. Adjustments in quantity and price 
bring balance to the international balance of payments. 


China's definition of foreign exchange reserves has 
changed since 1993. Prior to this time, foreign exchange 
reserves included both the national foreign exchange 
balance and the banks foreign exchange supply In a 
planned economy, such a definition 1s doubtlessly a 
correct one; however, since China's specialized banks do 
some foreign exchange import-export settlement busi- 
ness, and with the founding of a socialist market 
economy system, naturally a new definition of foreign 
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exchange reserves is needed. The International Mone- 
tary Fund definition is that a country’s foreign exchange 
reserves are foreign exchange than can be taken without 
compensation and used freely. Therefore, China’s cur- 
rent definition of foreign exchange includes the state’s 
foreign exchange balance. 


China’s foreign exchange reserves have changed but little 
since 1993. Starting at $19.443 billion at the beginning 
of the year, they stabilized at about $19 billion in 
October. Within a short period, foreign exchange 
reserves exhibited a declining trend, but in July the 
central bank conducted open market trading for the first 
time. It began to intervene in the foreign exchange 
market to holc down too greatly fluctuating price 
changes. Since the quantity of foreign exchange changed 
but tittle, foreign exchange swap market prices changed 
greatly. As imports increased sharply and exports weak- 
ened, the effective supply of foreign exchange decreased 
and the shortfall between supply and demand increased. 
Exchange prices fluctuated substantially, thereby cre- 
ating a bad effect on imports and exports. Because the 
government acted to limit trading at the end of February, 
swap markets did no business for a time. Some major 
players took the opportunity to hoard foreign exchange 
In anticipation of steady profits from rises in swap price 
quotes. Following price deregulation on | June, foreign 
exchange trading volume steadily rose. However, it was 
during this period that the rise in foreign exchange swap 
prices was also greatest. In the principal foreign exchange 
swap markets throughout the country, the weighted 
average price of $1 reached a maximum of 10.90 yuan 
renminbi. In Hainan Province, the price reached 11.20 
yuan per $1.00. After the government intervened 
directly in the market in July, the exchange price stabi- 
lized very quickly at 8.80 yuan per $1, and this price has 
remained until the present. 


5. Assessment of the Current Overall International 
Balance of Payments Situation and 1994 Situation 
Forecast 


Currently, import and export fluctuations are still within 
the normal economic range. Since domestic demand ts 
greater than current supply capabilities, imports must be 
expanded in order to raise the standard of living and 
welfare of the citizenry as a whole, and fluctuations in 
imports and exports per se also show that the domestic 
economy is growing at full tilt, and that the economy has 
entered a new round of expansion. 


Nevertheless, the long-term trend of changes in imports 
and exports suggests no cause for optimism about future 
prospects. Historically, once the domestic economy 
shows signs of overheating, the possibility 1s very slight 
that macroeconomic regulation and control measures 
can fine tune the economy. Should this adverse balance 
between imports and exports last for a fairly long time, 
foreign exchange reserves dwindling as a result and 
making it necessary to slam down on the economic 
brakes, great ups and downs will occur in the operation 
of the economy. Looked at from this angle, the main 
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problem that imports and exports face today remains 
dependence for survival on good operation of the 
domestic economy and normal operation of the micro- 
economy. Only when all latent factors leading to large 
ups and downs in imports and exports are brought under 
control will imports and exports attain the goal of 
serving development of the domestic economy to the 
maximum extent. 


A look at the world economic situation: The world 
economy may gradually get out of its predicament in 
1994. Prospects are that the economy of all countries will 
enter a slow growth stage. Forecasts call for a 2.5 percent 
growth of world GNP-in 1994, the average annual GNP 
growth rate for developed countries reaching 4 percent, 
and economic growth of developing ntries being 


markedly faster than that of develo; ntries. A 5 
percent GNP growth rate is foreca developing 
countries in 1994. In 1994, the economy of the former 


Soviet and East European countries will begin a weak 
revival in 1994, and gradually exhibit a fine growth 
momentum. Their 1994 GNP will increase 1.5 percent. 
As the world economy revives and gradually enters a 
normal development stage, prospects are that the entire 
world trade situation will rapidly improve. Estimates call 
for an approximately 6.9 percent increase in world 
exports in 1994. The world economic situation 1s moving 
in a direction that is favorable to China’s foreign trade 
balance. 


A look at the domestic supply and demand situation: As 
a result of the macroeconomic regulation and control 
measures instituted in July 1993, the high speed eco- 
nomic growth express train will slow don in 1994. 
Inasmuch as this ts a one-time rather than a continuing 
readjustment of the economic structure, the economy 
will continue to operate in high gear during 1994. This 
will provide conditions to easing bottlenecks (including 
finance bottlenecks and resources bottlenecks). Total 
supply may be more than the domestic market can 
absorb in 1994; therefore, foreign demand will gradually 
play an important role. 


At look at the international balance of payments situa- 
tion: Because of the substantial adverse balance of for- 
eign trade in 1993, China’s foreign exchange balance will 
decline. Therefore, the use of foreign exchange for 
imports will decline in 1994, holding down an increase 
in imports. Weakening of growth momentum in 
domestic investment demand will also restrict the 
importation of means of production making the speed of 
increase In commodity imports less during 1994 than in 
1993. Moreover, because of an upswing in internationa! 
market demand and a slowing of domestic demand, 
forecasts call for exports to increase more in 1994 than in 
1993. However, since the base figure for 1993 exports 
was small, and since the base figure for 1993 imports was 
large, China may still show a trade deficit in its foreign 
trade balance for 1994. 
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POPULATION 


Lopsided Sex Ratio Among Older Unmarried 
Persons 


94CE0459B Beijing ZHONGGUO XINAI BAO in Chinese 
25 Mar 94 pl 


{Article by Du Yong [2629 3144]: “What Do We Know 
About Our Older Single Population?—China’s Older 
Single Population Between the Ages of 30 and 44 Has 
Reached 7.86 Million”] 


[Text] The most recent data from the State Statistical 
Bureau shows that by 1990, China’s older unmarried 
[single] population between the ages of 30 and 44 had 
reached 7.86 million, more than the population of 
Hainan Province (6.55 million), including 7.4072 mil- 
lion men and 454,600 women, meaning that the men 
outnumbered the women by [nearly] 16.4 to 1. 


As to the unmarried rate of this older population, the 
single rate in the 30-44 age group 1s 6.09 percent for men, 
but only 0.4 percent for women. 


Of the older single population, 77 percent (over 6 mil- 
lion) are aged 30-39, while only 23 percent are 40-44 
years old. 


The urban-rural distribution of China’s older single 
population contrasts sharply by sex: the men are located 
mainly in rural areas, numbering 6.04 million, or about 
81.62 percent of the older single male population; the 
women are located mostly in cities, numbering 300,000, 
or approximately 67 percent of the older single female 
population. 


As to the numbers of older single people living in urban 
and rural areas, rural males (6.04 million) outnumber 
urban males (1.36 million) by [nearly] 4.5 to 1, while 
urban females (300,000) outnumber rural females by 2 to 
|, leaving the sex ratio for the rural single population 
even more glaringly lopsided, with men outnumbering 
women by 40 to |. Among the older male population, the 
single rates are highest for illiterates and semuiliterates, 
reaching 22.02 percent and 21.65 percent for urban and 
rural areas respectively, meaning that | of 5 older 
literate and semuiliterate [men] are unmarried; the 
unmarried rates for men with grade school educations 
are obviously lower, respectively at 5.05 percent and 
7.73 percent; the single rates for men with high school 
and technical educations are lowest, respectively at 1.45 
percent and 0.07 percent; the unmarried rate for college- 
educated men ts about 3 percent. The impact of educa- 
tional level on the single rate for older women 1s: the 
unmarried rates are highest for college educated women, 
at 2.07 percent 1n the rural areas and 4.98 percent in the 
cities, meaning that | of 20 older urban women with 
college degrees are unmarried; the single rates for older 
illiterate and semiliterate women are lower (0.29 percent 
for the rural areas and 0.73 percent for cities); the 
unmarried rates are lowest for women with grade school 
educations (0.09 percent for the rural areas and 0.31 
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percent for the cities). So China’s current 2.02 million 
older, single, illiterate and semiliterate men (of whom 
1.81 million live in rural areas), and 48,000 college- 
educated, older, single women (of whom 45,000 live in 
cities), have become the priority and difficulty of our 
older single population. 


While our older single population are generally manual 
workers, this 1s not so by sex. Census data show the 
unmarried rate to be high for older male manual 
workers, as well as for older female mental workers. The 
unmarried rates for older working men by occupation 
are: as high as 7.95 percent for workers in farming, 
forestry, livestock raising, and fishery, and 2 to 7 percent 
for other manual workers, but at only 0.33 to 1.37 
percent for mental workers, such as all types of special- 
ized technicians, obviously lower than for manual 
workers. But the single rate for older working women by 
occupation 1s just the opposite, averaging the highest at 
1.35 percent for all types of specialized technicians, 
office workers, and related personnel, but lowest at only 
0.31 percent for workers in farming, forestry, livestock 
raising, and fishery. 


Editor's postscript: This information tells us that the crux 
of the difficulty in solving the spouse problem of the older 
single population are the gaps in features, such as numbers 
of men and women, distribution, and social, economic, and 
educational level. If marriage perceptions continue to 
follow the tradition of “men not marrying up and women 
not marrying down,” the problem will be even harder. 
Meanwhile, under China's current socio-economic situa- 
tion of still incomplete social security and service systems, 
as time passes, mi‘lions of older single people will gradually 
reach middle and old age, with their health, feeding, and 
housing bringing varying degrees of particular difficulties. 
So how to care for and help them will be a crucial matter 
requiring the attention of our whole society now and for a 
long time to come. 


Population Growth Rate Decreases Slightly 


94CE 04594 Beijing ZHONGGUO XINXT BAO 
in Chinese 23 Mar 94 p 1 


[Article by Wu Chao [2976 6389]: “China’s Population 
Growth Is Steady but Declining Slightly”] 


[Text] A 1993 sampling of China’s population change 
showed that China’s population growth 1s steady but 
declining slightly. Our birth rate 1s 1.809 percent, with a 
death rate of 0.664 percent, and a natural growth rate of 
1.145 percent. Projected from this, Mainland China’s 
population at the end of 1993 was 1.18517 billion. 


Projected from this sampling, 21.26 million people were 
born in China in 1993, for a birth rate of 1.809 percent, 
or down 0.015 points from 1992. In 1993, 7.8 million 
people died in China, for a death rate of 0.664 percent, 
the same as in 1992. And our natural growth rate was 
down 0.015 points from 1992, giving us a net population 
increase for 1993 of 13.46 million, 20,000 less than the 
13.48 million for 1992. 
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Our 1993 real birth rate was 0.249 points lower than 
planned, giving us 3.06 million less real births than 
planned; our real natural population growth rate was 
0.234 points lower than planned, for a real net popula- 
tion increase of 2.94 million less than planned. 


Analysis of this population-change sampling showed that 
of the 713 children born in Being, 35, or 5 percent, were 
born to the floating population that had come to Beying 
from other parts of China. A survey of Wuhan’s floating 
population showed that the average birthrate for women 
in the floating population from other parts of China was 
twice that of women from Wuhan. So conscientiously 
tightening family-planning control of the floating popu- 
lation will be a glaring future problem that will need to 
be solved. 


While China has achieved great population-contro! suc- 
cesses, with the number of women at their childbearing 
peak having topped out and begun a sustained decline in 
1992, China’s large population base means that over 100 
million women a year will still be at their childbearing peak 
from 1994 to the year 2000. So population figures say that 
we need to keep cool heads about the protracted nature 
and difficulty of China’s population-contro! mission, by 
emphasizing family planning persistently and well. 


AGRICULTURE 


From Contract Responsibility System to Right-Scale 
Operations 


94CE0371A Beijing ZHONGGUO JINGJI TIZHI1 
GAIGE {CHINA'S ECONOMIC STRUCTURE 
REFORM] in Chinese No 2, Feb 1994 pp 20-22 


[Article by Mao Meng (3029 5492): “From Contract 
Responsibility System to Economy of Scale—Outline of 
the Reform of Agriculture Toward Economy of Scale in 
the Suburban Districts of Beijing”) 


[Text] The reform of agriculture toward economy of scale 
in the suburban districts of Beijing is a most heartening 
development and has shown most gratifying achievements. 
At present, 2,887 village cooperatives are conducting econ- 
omies of scale in different forms. They comprise 73.4 
percent of all villages in the suburban districts, and they 
cultivate over 3 million mu of grain-growing farmland, 
which is 73.1 percent of the total grain-growing farmland. 
Economy of scale 1s also gradually becoming widespread in 
orchards, animal husbandry, and fisheries. Presently, all 
orchards together cover an area of !.7 million mu, ponds 
for fish-farming 120,000 mu, and there are also 1,034 
modernized pig farms. 


Developments Toward Economy of Scale Agricultural 
Operations 


Economy of scale agricultural operations started in the 
suburban districts of Beijing with the transformation of 
soil cultivation patterns, and from there branched out into 
other areas of agriculture. The said transformation of soil 
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cultivation patterns occurred essentially in two phases; in 
the initial stage of the reform, it was the output-related 
system of contract responsibility, and later the system of 
specialized contracts and economy of scale. 


As early as 1978, some communes and production 
brigades in Changping, Daxing, and other counties in the 
suburbs of Beijing tried out the output-related system of 
contract responsibility. In 1982, 84.2 percent of the basic 
accounting units in farm production practiced the out- 
put-related contract responsibility system. Later, on the 
basis of experiences so far gained, they adopted the 
all-round responsibility system, and by 1983 the crop- 
growing industry working large fields was to 71.1 percent 
on the all-round contract responsibility system, which 
figure, by 1985, had reached 96.9 percent. The various 
pursuits outside of grain farming also one after the other 
adopted the contract responsibility system. Most of the 
vegetable growing was contracted out to specialized 
teams, some also for special job performances or to 
individual households. Orchards were generally worked 
under contract by specialized production brigades or 
teams, or by specialized individual households. Village 
production brigades in the mountainous and semi- 
mountainous districts that mainly engaged in fruit pro- 
duction generally subcontracted such cultivation to indi- 
vidual households. Because of the strength of the former 
collective economy in the suburban districts of Bejing, 
and because of the extent of advanced production 
methods and application of science and technology, 
there were still, at the time when the output-related 
contract system was being promoted, 15 percent of the 
communes and production brigades that had not con- 
tracted out any of their land to individual households, 
because of the high level of their internal specialized 
division of labor. They had rather made the specialized 
production projects themselves—projects that had come 
about in the division of labor and division of technolo- 
gies in the former collective economy—the objects of 
contractual undertakings. It means that they merely 
transformed the organizational pattern, which had been 
“so loudly acclaamed.” and then developed one step 
further the degree of specialization that had formerly 
existed in the rural areas. 


However, because the method of land distribution 
applied at that time was one based on the number of 
heads, each rural household got to cultivate only 5 to 6 
mu of segmented and fragmented lots of arable land. In 
addition huge changes had occurred in the meantime in 
the setup of rural production in Bening. By 1985, the 
proportion of the secondary and tertiary industnes in the 
output value of the rural economy had reached 71 
percent, and the proportion of nonagricultural man- 
power in the rural economy had reached $3 percent. The 
development of rural industrialization demanded a 
rapid improvement in agricultural productivity, as 1t 
demanded a move toward economy of scale and more 
intensive cultivation. On the other hand, the system of 
egalitarian, dispersed family operations gave cause to an 
increasingly serious trend in agriculture of peasants 
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seeking other, concurrent jobs. It led to a decline in 
enthusiasm for grain growing among the peasants, to a 
reduction in input, and to a decline in the quality of 
manpower devoted to agriculture. It has also led to 
stagnation and fluctuations in agricultural developments 
during the two years, 1985 and 1986. However, while 
existing under the same conditions, a small number of 
township brigades did not conduct egalitarian land dis- 
tribution to households, but rather practiced the special- 
ized contractual system, and thereby could maintain a 
steady increase in grain production. For instance, the 
Nanhanji production brigade in the Fangshan district 
was able to maintain for ten years, consecutively since 
1982, the same grain yield per mu, a state of things which 
was highly enlightening to leading cadres of all ranks. 


To alleviate pressure on the government created by the 
agricultural crisis and by the unbearable burden of huge 
subsidies to the rural cooperative organizations, the sub- 
urban districts of Beijing started, from the second half of 
1985 on, trials with econmy of scale management of 
farmland. On the foundation that had been laid by leading 
cadres of all ranks, as they reviewed what had occurred ai 
the basic levels, also due to the realities of the situation and 
accurately guided by the true state of affairs, economy of 
scale attained very rapid development. Computed for 
grain-growing fields in the plains, the extent of economy of 
scale reached 16 percent in 1986, 31.6 percent in 1987, 
increased to 60 percent in 1988, and was all along steadily 
maintained at around 70 percent after 1989. At the same 
time, equal progress was made in economy of scale in 
nonstaple food production, such as in fruit-tree farming, 
animal husbandry, and fishery. 


Throughout the process of promoting economy of scale in 
the suburban districts of Beijing. attention has always been 
given to integrate the policies of the central authorities and 
certain basic principles of economy of scale with the 
specific conditions faced by agriculture in the suburban 
districts of Beijing. It was through exploration and practice 
that a specific way was found for the modernization of 
such agricultural pursuits that are suited to the special 
conditions of Bejing. The specific methods and the under- 
standing gained may be summarized as follows: 


|. Upholding the standards of productive forces. At all 
times, from the output-related system of contract 
responsibility to the economy of scale, and in what- 
ever specific form, at whatever time, and by whatever 
method economy of scale are being promoted, the 
principle of always acting in the interest of developing 
the productive forces must be upheld. 


2 


2. Upholding the principle of starting out from the 
realities. Basing on the differing economic conditions 
and different levels of development in different 
regions, agricultural economy of scale have to be 
pursued at different levels and in different forms. 
Where conditions are mature for the purpose, 
economy of scale shall be pursued, and where cond- 
tions are not yet ripe for such, one must refrain from 


JPRS-CAR-94-030 
12 May 1994 


their introduction. Economy of scale must be pursued 
to the extent that favorable conditions will permit. 


3. Arousing enthusiasm in both in the collectives as well 
as in the individuals involved. Desires and choices of 
the masses must be respected, but attention must also 
be paid to taking full advantage of the strength of 
collective forces in the Beijing region and their great 
capacity for unified operations. We must not miss the 
opportunity for effective guidance, we must promote 
the concentration of landholdings, must conduct 
internal adjustments and render internal services, so 
that economy of scale will become the common desire 
and demand of leadership as well as masses. 


4. While upholding modernization as the objective, we 
must give equally serious attention to economy of 
scale as well as to intensive operations. 


5. Successful experiences in economy of scale must be 
promptly disseminated among all rural industries, to 
achieve a harmonious development in all lines of 
agriculture and a benign cycle in the economy. 


The practical experiences of the last ten years allow us 
to say that there have already formed the beginnings 
of a feasible guidance-type policy in the suburban 
districts of Beijing. This is an important precondition 
to ensure the healthy development of economy of 
scale. 


Main Forms of Economy of Scale 


Beijing is located on the northwestern border of the 
North-China plain. It is to 38 percent flatland and to 62 
percent mountainous. According to the level of produc- 
tive forces and of socioeconomic development, one may 
roughly divide the area into three districts: the suburban 
district, the plains, and the mountainous district. There 
are, however, some differences within each of these 
districts, resulting in differences also in the forms of 
economy of scale that apply to each. The following are in 
broad outline the main forms of economy of scale: 


1. Collective farms (also called cooperative farms). 


Generally speaking, they are most developed in the 
suburban district and in the plains. In these districts, 
the readjustment of production, social division of 
labor, shifts of manpower, as well as capital accumu- 
lation and material equipment have reached a com- 
paratively high level of development, which facili- 
tated the introduction of intensive forms of operation 
with the employment of much inanimate labor. Typ- 
ical and representative forms of these types may be 
seen in Dudian and Nanhanyji villages in the Fangshan 
district, in Zhangxinzhuang village of Tongxian 
county, in Gaoliying village and Tianzhuzhen town- 
ship in Shunyi County, and in Dongdian village in 
Daxing county. Most of these farms had been estab- 
lished with support from the village cooperative orga- 
nizations. Some villages had only one, some had 
several farms. Their sizes were generally between 200 
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and 800 mu. A lesser number had been established by 
the township organizations, mainly with the backing 
of production service organizations (agricultural com- 
panies, farm machinery stations, production brigades, 
etc.), renting land from various villages for unified 
cultivation, at sizes from between | ,000 to 4,000 mu. 
The contract forms of most collective farms were of a 
two-stage type, namely farms contracting from the 
collectives and the staff and workers contracting from 
the farms, but there were also cases where farms 
contracted in a one-stage procedure from the collec- 
tives. Township and village collectives provide the 
farms with part of their means of production and 
certain services, while the farms guarantee to fulfill 
their obligations under the contract and to turn over a 
certain amount of accumulations. These farms are 
essentially independent accounting units, responsible 
for their own profits and losses, and operate on 
businesslike principles; a few of them also operate as 
cooperatives on the shareholding system. Internally, 
they mainly operate with labor-production contracts, 
and the relationship between peasant and soil is a 
very stable one. The farms generally have unified 
control of income and expenditure, their distribution 
is centralized and 1s using such methods as computing 
salaries on the basis of production, by stages of 
effective performance, or by benefits accruing, with 
additional encouragement rewards. This form is char- 
acterized by sound organization, relatively clear and 
definite economic relations, and a very sensible oper- 
ational mechanism. The specia! characteristic of uni- 
fied management in the operation of these farms is 
clearly evident. 


. Specialized Production Brigades 


When contracts are signed by households or labor as 
units directly with the village commune-coliective 
and these units submit to unified management by the 
collective organization (some of these being agricul- 
tural companies), it is primarily important that the 
system of m:nagement, internally, be one of separate 
accounting for each household, that contracts are 
labor-performance related, and that each unit bears 
full responsibility for its own profits and losses. This 
form occurs mainly in intermediary areas where there 
is stable employment and redeployment of man- 
power, and where, furthermore, there is a tendency 
toward gradually moving toward collective farming. 
This form of operations is based on family-run oper- 
ations, where there is one administrative level 
between household and village, to strengthen the 
servicing and administering of the different plots of 
land through centralized contracting, and it will, asa 
consequence, effectively integrate family-run opera- 
tions and a more specialized administration. The 
special characteristic of dual-ievel management is 
clearly evident in this form. 


Another form which is close to the specialized pro- 
duction brigade type are the specialized villages and 
specialized townships which, within the sphere of 
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village and township commune areas, have manage- 
ment contracts contracted for by families, and where 
the village and township cooperative organizations 
render production and marketing services and engage 
in cultivation and breeding. 


3. Specialized Farming Households 


They mainly occur in areas where the collective 
economy has not been well developed, where the 
development of nonagricultural industries had been 
slow, and where agricultural production has essen- 
tially remained at the level of traditional family-run 
operations. Through the application of economy of 
scale a development was set in motion as from “small 
and complete” to “small and specialized,” promoting 
“socialization” of the division of specialized labor, 
which had been extant as a potential in the family-run 
operations. The main form is one by which the 
peasant as unit contracts from the village brigade 
collective, where the peasants keep separate accounts, 
are responsible for their own profits and losses, and at 
the same time rely on the services provided by the 
cooperative management service organization to 
accomplish their production processes. This form 1s 
beneficial for a more concentrated and effective use of 
the soil, beneficial for the adoption of advanced 
production technologies, for speedier division of spe- 
cialized labor in agriculture, and it represents a fur- 
ther advance beyond the family-run operations of the 
period of the “all-encompassing contracts.” Com- 
pared to the formerly mentioned two forms, in this 
form the function of the peasant is clearer defined, 
but it 1s still a dual-stage type of operation. 


At present, the total grain-crop acreage in the sub- 
urban districts under economy of scale management 
is 2,997,000 mu, which is 73.7 percent of the area's 
total grain-crop acreage of 4,066,000 mu. Out of the 
grain-crop acreage under economy of scale manage- 
ment, 43.9 percent are under farm management, 
namely 1,316,000 mu, now counting over 1,400 
farms; 25.8 percent are specialized brigade-operated, 
managing 773,000 mu of grain-crop fields, and having 
around 1,400 specialized brigades; 30.3 percent are 
operated by specialized households, working 908,000 
mu of grain-crop fields, with somewhat over 1,000 
specialized households. Among the above-mentioned 
three forms of operations there are also a few that are 
operated as joint entities and cooperatively on a 
shareholding basis. 


Remarkable Effect of Transformation to Economy of 
Scale 


Promotion and continued perfection of economy of scale 
in agriculture has brought about a thoroughgoing trans- 
formation and very rapid development in collective 
agriculture in the suburban districts of Being. It has 
caused new vigor and vitality to shine forth and has at 
the same time conducted valuable explorations toward 
the further development of a socialist agriculture with 
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Chinese characteristics. In concrete terms, its achieve- 
ments have been mainly in the following directions: 


—-It prevented a contraction of agriculture and greatly 
increased grain production. Economy of scale put an 
end to the fluctuations in grain production and 
ensured a continuing tendency of increases. In 1987 
the total grain production for the first time exceeded 
the 2.25 billion kg mark with a 4.87 percent increase 
over the preceding year. In 1988 another increase of 
3.35 percent was achieved with a yield of 520 kg per 
mu. In 1992, total grain production was 2.819 billion 
kg with a yield of 657.9 kg per mu, an increase of 30.2 
percent and 42.1 percent, respectively, compared with 
1986. Economy of scale have made us see the potential 
and has raised our hopes for further grain production 
increases. 


—It has led to increased input and to improvement of the 
quality of agricultural equipmeni and technology. During 
the period from 1985 to 1988. investments in agriculture 
by Beijing Municipality and by its collectives has 
increased by over 200 million yuan. In Shuny: alone, one 
of the main grain producing counties, investments in 
agriculture since the start of economy, of scale have always 
been around 50) million yuan per year, which amounts to 
a total of over 300 million yuan. Increased investment 
has resulted in better agricultural equipment. In 1988, 
there were 700 more wheat-harvesting combines, as com- 
pared to 1986, and they were harvesting around 60 
percent of the summer wheat crop. By 1992, the total 
motive power used by agricultural machinery 1n the 
suburban districts was 65.2 kilowatt per mu of grain 
fields, the rate of mechanical plowing was 72 percent, the 
rate of mechanical seeding was 71 percent, and the rate of 
mechanical harvesting was 5! percent. In the plains, 
mechanization of grain production had essentially been 
realized at a fairly rapid pace. In Shuny: County, mech- 
anization has been introduced for the whole process from 
seeding to harvesting of both wheat and corn crops. All 
grain fields throughout the county are essentially irrigated 
by water sprinklers, which 1s a water-saving way of 
cultivating. At the same time, developments of a break- 
through nature have also occurred in the dissemination of 
new agricultural technologies and their application, in the 
reform of the cropping system, as also in intensive 
farming operations, and in the more scientific nature of 
operations, promoting the modernization of agricultural 
production 


—In promoting the development of production in the 
various different lines, it has increased the degree of 
specializations to a very large extent. During the 
three-year period trou, 1986 to 1988, when economy 
of scale were rapidly introduced in the suburban 
cistricts of Bering, 400,000 mu of fruit-bearing trees 
were newly added, 80,000 mu of farmland were added 
at the vegetable bases in the outlying suburbs, and 
there has also been a rapid increase im the various 
kinds of livestock and poultry. The villages have 
further distanced themselves from the small-scale pro- 
duction setup which had been combined with the 


taking up of other, concurrent jobs. There has been an 
accelerated adjustment of the manpower structure in 
the rural areas, and an additional 93,000 persons were 
shifted and added to the labor force of the secondary 
and tertiary industries. Division of labor within agri- 
culture has been comparatively stable, and there has 
been an evident tendency toward specialization in 
production. 


—It markedly improved productivity of the agricultural! 
labor force with the effect of initially improving prof- 
itability in the agricultural economy. It brought 
increases In peasant incomes and increases in agricul- 
tural accumulations, while the logistics of agricultural 
development were also markedly strengthened. Fol- 
low-up investigations have shown that labor produc- 
tivity in most farms on economy of scale in the 
suburban districts of Beijing, and incomes of the labor 
force engaged in farming, have all along been main- 
tained at a relatively high level. In 1992, grain produc- 
tion per unit of labor and income per unit of labor 
have evidently been at a higher than average level. 
Income per unit of labor has more or less been equal to 
staff and workers’ incomes in township and town 
enterprises. Investigations over several consecutive 
years show: In 1988, the average net income per mu in 
635 farms investigated had reached 212 yuan; in 1989, 
out of 759 farms investigated, 734 farms, 1.e. 96 
percent, were operating profitably. In 1990, accumu- 
lations from 317 farms investigated reached 110 yuan 
per mu. In the past, during the time of the household 
responsibility system, the collectives had to pay a 
subsidy of 50 yuan for each mu of land each vear. 
After the introduction of economy of scale, 11 1s now 
possible to turn over to the collectives every year 80 
yuan for every mu of land as accumulation. 
Throughout the county, grain production can provide 
almost 50 million yuan as accumulation every vear. 
Add to this the more than 100,000 mu of iand pro- 
ducing nonstaple foods and used in other economic 
diversifications, the collectives can obtain every year 
from agriculture over 60 million yuan in accumula- 
tions. Economy of scale has had the effect of initially 
transforming agriculture from a subsistence-type and 
welfare-type of pursuit into one of profitability. It has 
brought new hope for resolving the long-standing 
problems troubling agriculture, namely of very low 
profits in agricultural production, the widening price 
scissors as between industrial and agricultural prod- 
ucts, and the slow pace at which the peasantry evolves 
toward prosperity. 


At present, the agricultural organizations operating on 
the economy of scale principle in the suburban districts 
of Beijing are now, responding to the demand for the 
establishment of modernized enterprise systems, 
engaged in further explorations in their progress. They 
will gradually mature into operational entities working 
as business enterprises and will become an important 
force in the move toward socialist market economy. 
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Liaoning Crop Area Reported 


94CE0397§ Shenyang LIAONING JINGJI RIBAO 
in Chinese 25 Mar 94 p 1 


(Summary] According to a survey of 1,150 rural house- 
holds in Liaoning Province, the grain area will be about 
303 [as published] hectares, a 0.3 percent decrease from 
1993: and the cash crop area will be about 250,000 
hectares, a 2.8 percent increase. The cotton area will be 
36,000 hectares, a 32 percent increase over 1993. 


Article Urges Government Intervention in Price 
Scissors 

94CE0412A Beijing NONGYE JINGJI WENTI 
[PROBLEMS OF AGRICULTURAL ECONOMY] 
in Chinese No 1, 23 Jan 94 pp 48-53 


[Article by Lin Xiangjin (2651 4382 6855): “Government 
Intervention Necessary to Eliminate Price Scissors’’] 


{Text] In early 1993 Comrade Wang Zhonghai [3769 1813 
3189] had his articie “Leave the ‘Price Scissors’ Erroneous 
Zone” (abbreviated hereafter as Wang Zhonghai’s article) 
published in the 1993 No | issue of JINGJI YANJIU and 
the 1993 No 2 issue of NONGYE JINGJI WENTI. The 
article contends that the emergence of the price scissors has 
nothing to do with the operations of the market economy, 
that it was merely one of the economic policies of the former 
Soviet Union, that the price scissors cannot come about in 
the absence of government price-setting, and that elimina- 
tion of the price scissors is just “around the corner” since 
China has decontrolled agricultural prices. Misied by his 
own erroneous thinking about the price scissors, the writer 
argues that the entire academic debate about the price 
scissors in the country since the PRC was founded was 
“misguided.” Because it was published in some of the more 
authoritative scholarly journals in China, the article will 
have a substantial impact on policymaking. I believe, there- 
fore, that it is necessary to comment on some of the major 
mistaken viewpoints in the article so as to clarify the issue 
and facilitate the development of a socialist market 
economy. 


1. Price Scissors as Product of Imperfect Competition 


Two questions need to be asked here. First, why does 
imperfect competition give rise to the price scissors? 
Second, why do the price scissors typically operate in 
the exchange between industrial and agricultural 
products and not in other industries? 


According to the conventional theories of the market 
economy, when an economy ts in a state of perfect 
competition, there are usually a large number of 
factories and farms, all fairly evenly distributed. Not 
one of them is in a position to influence prices. On the 
contrary, every single producer 1s at the receiving end 
of prices, meaning that he must sell his products at 
prevailing market prices. Under these circumstances, 
the cost of a product which a producer 1s willing and 
able to supply is exactly equal to the marginal cost 
(that 1s, the total cost incurred by the production of 
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the last product) as well as to the price. It also equals 
marginal efficiency, namely the price consumers are 
willing to pay. In a state of perfect competition, the 
economy operates under what has been called the 
“Pareto efficiency,” where allocation efficiency has 
been achieved with the result that the only way to 
increase an individual’s well-being is to reduce 
another's by the same amount. However, since the 
prices of every factory or farm equal the lowest 
average cost as well as marginal cost, the factories, 
farms, and industries are driven to a state of zero 
profit (after deducting the opportunity cost return on 
investment). In a state of perfect competition, there- 
fore, the circumstances of an individual or an 
industry will not worsen for no reason to the benefit 
of another individual or industry, and hence there is 
no unequal exchange between industry and agricul- 
ture. In other words, there is no price scissors. 


However, things are different under imperfect com- 
petition, particularly where there is a monopoly. 
When most of the output in a trade or industry is 
concentrated in a handful of sellers, they will be in a 
position to manipulate prices to a certain extent, thus 
introducing imperfect competition into their partic- 
ular trade or industry. Suppose all incomes have been 
distributed properly among all social groups. Factory 
A is the sole imperfect competitor in this particular 
economic society, all others being perfect competi- 
tors, that is, their marginal costs equal prices. Under 
these circumstances, A, being an imperfect compet- 
itor (someone who deviates from the conventional 
rules or is a monopolist in a particular industry) has 
some control over prices because he faces a demand 
curve that slopes downward toward the right. In the 
absence of external restraints, he will, prompted by 
self-interests, make his products a little scarcer, at the 
same time raising their prices beyond the marginal 
cost to give himself extra profits. He will not increase 
output to a level where marginal costs equal prices, 
which also happens to be the level where market 
prices are deci¢ed by consumer wishes. Thus, relative 
to the social cost incurred by A’s product, society does 
not obtain A’s product in as large a quantity as it 
would really want. The upshot is unequal exchange. If 
A’s product is an input required by B, a perfect 
competitor, B would discover that the same amount 
of money now purchases a lesser quantity of inputs. 
When his inputs drop, his output also decreases. 
Furthermore, since B has no power over prices, he 
must continue to sell his output at the old price, which 
translates into a lower income for him. 


Unfortunately, the industrial sector is better posi- 
tioned to create imperfect competition. In other 
words, it wields more clout on the market, as mainly 
demonstrated in the following two ways: 


1) Economies of scale. Market competition, we know, 
has one tendency: the larger the scale of produc- 
tion, the greater the profit. This tendency leads to 
accumulation and concentration, culminating in a 
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monopoly. The reason 1s this. When large-scale 
production makes possible significant savings, 
large factories can engage in production more 
economically than their smaller counterparts and 
sell their products more cheaply than the latter, 
rendering it impossible for the smaller companies 
to survive. Thus, when economies of scale become 
widespread, there will only be a handful of sellers; 
that is, monopolists. In many industries, such as 
steel, automobile, chemical industry, plastics, and 
glass, producers can keep reducing their fixed cost 
per unit of output by endlessly expanding their 
plants, installing larger and larger boilers and 
machines, buying more and more specialized 
equipment, enlarging their labor force, and 
improving labor productivity. Let’s suppose the 
vertical axis represents the average fixed cost and 
the horizontal axis represents output. The average 
fixed cost curve will then resemble a hyperbola 
whose asymptotic curve 1s the horizontal-vertical 
axis. That is, the fact that the fixed cost is distrib- 
uted among a rising number of output units brings 
the fixed cost curve closer and closer to the hori- 
zontal axis. However high the demand curve in the 
industry in question, for the producer the most 
efficient scale of production is always the largest. 
Thus it is out of question for the tens of thousands 
of competitors at the mercy of prices to compete 
on a level playing field. To put it differently, in an 
industry where economies of scale are significantly 
notable or which is sensitive to economies of scale, 
the market is predisposed to monopolism. In agn- 
culture, however, the significance of economies of 
scale is severely crimped because of the constraints 
imposed by the finiteness of land and the fact that 
it is where natural reproduction and economic 
reproduction converge. 


Legal constraints. We know that regardless of 
whether a country is socialist or capitalist, the 
government finds it necessary to restrain competi- 
tion in certain industries for a variety of reasons. 
In most cases such restraints take the form of entry 
restrictions, patents, and foreign trade restriction. 
As we can see, almost all these restrictions are 
confined to the industrial sector. |) entry restric- 
tions. Under the former Soviet model, all factories, 
mines, railroads, and banks were state-owned and 
entry by individuals into these industries was 
prohibited. The result was a high degree of admin- 
istrative monopoly in industry. This is one 
example of legal constraint. Moreover, in many 
developed nations such as the United States, 
Japan, and those in Europe, the government 
believes that a high efficiency 1s possible in public 
utilities including telephone, water supply, gas, 
electricity, and roads only when the company 
enjoys a monopoly or a near-monopoly. Therefore, 
it has granted a special monopoly to the companies 
in those industries. In return for the special 
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monopoly, a company agrees to submit to govern- 
ment regulation of their prices and operations. 
Nevertheless, by taking advantage of the official 
monopoly, the companies over the years have 
succeeded in almost completely shutting out other 
competitors. In contrast, similar privileges or 
entry restrictions are a rarity in agriculture. 2) 
Patents. To encourage inventions, the govern- 
ments of many nations grant patents to investors, 
thus giving them the prerogative to use a patented 
product or production process exclusively or 
monopolistically. This is a legal way to limit entry 
into a particular trade or industry. However, it has 
led to some companies monopolize the production 
of a certain article for years and years. Most 
patents thus far have gone to industrial products. 
3) Foreign trade -estrictions. Almost all govern- 
ments around the world seek to curb imports by 
imposing high tariffs or quota restrictions on for- 
eign producers. The exclusion from the market of 
large numbers of foreign suppliers and buyers also 
reduces perfect competition up to a point. The 
principal beneficiaries of restrictive tariffs are 
those industries with a high degree of concentra- 
tion. In other words, some parts of the industrial 
sector, thanks to reduced foreign competition, 
have been able to create a monopolistic situation. 


Because of the factors noted above, many coun- 
tries that were the first to adopt a market economy 
have seen numerous of their industries come 
under the control of a handful of companies. In 
the United States, for instance, the four-company 
concentration rate (the output share of the four 
largest companies in a specific industry) in 1977 
was 100 percent in the tobacco industry; 96 per- 
cent, automobiles; 91 percent, breakfast cereals; 
90 percent, electric light bulb; 79 percent, alu- 
minum; 61 percent, soap; 30 percent, iron and 
steel; and 22 percent, meat processing. In contrast, 
agriculture has a long long way to go before it 
achieves concentration of this magnitude. 


The above analysis shows that the price scissors 
emerge as a result of market forces when some 
companies behave without restraint. It is a 
product of imperfect competition. Because of a 
stronger objective tendency in some industries 
toward concentration, that 1s, monopoly, the com- 
panies in those industries are able to earn a higher 
profit than if the government makes them com- 
pete like perfect competitors. Their excess profit, 
furthermore, mainly comes from the pockets of 
perfect competitors, primarily agricultural pro- 
ducers. So we cannot but have to conclude that 
wherever there is imperfect competition, there are 
the price scissors. 


Wang Zhonghai writes in his article, “The price 
scissors were one of the economic policies of the 
former Soviet Government,” a phenomenon 
unique to a specific nation (former Soviet Union) 
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and a specific economic model (the socialist 
economy fashioned by Stalin). It is argued that in 
capitalist nations, in old China, and in China 
today now that it has jettisoned the Soviet model, 
either the price scissors do not exist or its disap- 
pearance is just “around the corner.”’ This, it 
should be said, is where the real mistake occurs. 
Wang Zhonghai confuses government functions 
with the workings of the economy. To Wang 
Zhonghai, the price scissors is the brainchild of 
some policymakers, not the product of unre- 
strained monopolistic market forces. According to 
his logic, government only needs to end the prac- 
tice of participating in the collection of the price 
scissors without, however, limiting or regulating 
imperfect competition, and the price scissors will 
disappear automatically. The analysis below will 
show that this point of view is wrong. 


2. Only Government Control Will Eliminate Price 


Scissors 


As explained above, the existence of imperfect market 
competition has deep historic roots, including both 
what is inherent in market competition itself (econo- 
mies of scale) and legal restrictions adopted by the 
state. As soon as a Monopoly comes into existence, it 
will prevent the economy from achieving the kind of 
high-efficiency resource allocation possible under per- 
fect competition and prevent society from deriving 
the most satisfaction from its finite resources. 
Unequal exchange between monopolists and perfect 
competitors will then naturally occur. Economists 
refer to this situation as “market malfunctioning.” 
What is needed here is for the government to step in 
to offset market malfunctioning by opposing monop- 
olies and unfair competition and preserving an 
orderly environment for competition using legal and 
administrative tools. This indeed is a paramount 
responsibility of government. Many industrialized 
market economies have anti-monopoly laws and cor- 
responding executive agencies. Some countries regu- 
late a small number of monopolistic resource prod- 
ucts and public utilities, most importantly by 
determining the prices to be charged by the monopo- 
listic companies. In the United States, furthermore, a 
rural cooperative law has been passed to make 
farmers better able to fend for themselves by helping 
them participate in the supply of inputs and the sale 
of their products. It may be said that the price scissors 
do not exist, or exist only marginally in industrialized 
market-economy nations, but that is because they 
have at various points created a market economy that 
includes macro-management and government inter- 
vention, the so-called “‘mixed economy.”’ The corner- 
stone of a mixed economy is market regulation of 
resources. At the same time, however, the government 
and other public institutions regulate economic activ- 
ities through fiscal and monetary policies and by 
using a mix of legal and administrative tools. 


ECONOMIC 69 


It should be said, therefore, that it is in countries 
where government malfunctioning is most extensive 
that the price scissors are the largest. “Government 
malfunctioning” is also known as “nonoptimal inter- 
vention.”’ What it means is that not only does govern- 
ment intervention fail to correct market distortions, 
but, on the contrary, thanks to misguided policies and 
conduct, the distortions are exacerbated, further 
undercutting economic efficiency. In this way, with 
government malfunctioning compounding market 
malfunctioning, the price scissors will only worsen. 
Meanwhile, the failure to put agriculture on a sound 
footing leads to food shortages and, ultimately, 
workers’ discontent. This was probably what hap- 
pened in the former Soviet Union in 1923, as noted 
by Wang Zhonghai in his article. This being the case, 
to suggest, as Wang Zhonghai has done, that the price 
scissors will not come into existence in the absence of 
government administrative price-setting is to reject 
all government intervention indiscriminately. Here 
we need to distinguish between two issues. One, there 
is no direct causal relationship between government 
administrative price-setting and the price scissors. 
This issue has been analyzed above. Two, justifiable 
and appropriate administrative price-setting not only 
will not cause the price scissors, but will on the 
contrary diminish or eliminate the price scissors. 


Perhaps Comrade Wang Zhonghai means to say that 
in a socialist market economy, natural monopolies 
will not occur, so there will be no such thing as 
imperfect competition. But if that is the case, 
wouldn’t we need even more precise government 
administrative price-setting to prevent the emergence 
of the price scissors? In any case, among all those 
countries which have tried the socialist market 
economy, which has managed to do just that? 


. Decontrol of Agricultural Prices Not the Same as 


Elimination of Price Scissors 


Wang Zhonghai writes in his article, “The price 
scissors have not been eradicated completely, but 
since the 14th CPC National Congress has made the 
creation of a socialist market economy the objective 
of economic restructuring in China, it will be elimi- 
nated any day now. This can be achieved by acceler- 
ating the decontrol of agricultural prices and trans- 
forming the mechanism of price formation.” His 
assumption is that provided we decontrol the prices 
of agricultural products, leaving it up to the market to 
regulate them (that is, transforming the price forma- 
tion mechanism), we can get rid of the price scissors 
lock, stock, and barrel. What will happen if we go 
down this road? Let us begin by examining a number 
of important facts: 


In Shaanxi Province, the procurement prices of agri- 
cultural byproducts were raised 11 percent, 0.3 per- 
cent, and -1.8 percent in the several years between 
1988 and 1991, respectively. During the same period, 
the retail prices of rural industrial goods rose 22.7 
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percent, 2.8 percent, and 2.8 percent, respectively, 
widening the price scissors 10.5 percent, 2.5 percent, 
and 4.7 percent for a total of 18.6 percent for the 
3-year period, or 5.9 percent annually on the average. 
After adjusting for inflation, agricultural inputs by 
peasant households rose a mere 3.2 percent each year, 
far short of the investment demand. Owing to the 
widening price scissors, the ratio of peasant incomes 
and those of urban households deteriorated from 
1:2.38 to 1:2.75. 


In Guizhou Province, the price ratio index for the 
exchange of industrial and agricultural products 
shrank sharply in 1993: The wheat-salt price ratio 
index retreated to the level of the mid-1970’s, a drop 
of 109 percentage points compared with the peak 
reached in 1990; the wheat-plain white cloth price 
ratio index fell to the level of the early 1960's, down 
11.48 percentage points from the peak in 1982; the 
wheat-coal and oil price ratio index retreated to the 
level of the mid-1970's, a loss of 56.22 percentage 
points from the peak in 1990; the wheat-chemical 
fertilizers price ratio index sank to a new low, shed- 
ding 45.1 percentage points from the peak in 1987. 


In Xuzhou Shi in Jiangsu Province, unequal exchange 
between agricultural and industrial products in recent 


years has driven up the costs of farming excessively. If 


we look at the real return on farming one mu (0.0667 
hectare) of each of seven major crops, only wheat 
yields a tiny profit (25.75 yuan), while the others are 
all money-losers: rice, 27.47 yuan; corn, 10.94 yuan; 
soy bean, 5.13 yuan, rapeseed, 86.14 yuan; cotton, 
44.79 yuan; and silkworm, 87.47 yuan. 


The decline in the price ratio index in the exchange 
between industrial and agricultura! products every- 
where has also had a depressing effect on the price 
ratio index in livestock products-industrial goods 
exchange. In Guizhou Province, for instance, the 
pork-salt price ratio index has fallen back to the ievel 
of the mid-1970’s, down 468.42 percentage points 
from the peak in 1988; the pork-plain white cloth 
price ratio index has retreated to the level of the 
mid-1950's, down 96.79 percentage points from the 
peak in 1988: the pork-coal price ratio index has 
fallen to the level of the mid-1970's, down 263.54 
percentage points from the peak in 1988: the pork- 
chemical fertilizers price ratio index has hit a new 
low, down 305.40 percentage points from the peak in 
1987. (Gong Yong [7895 OS16], “Steep Decline in 
Price Ratio Index in Guizhou for the Exchange 
between Major Agricultural Products and Industrial 
Products in 1993.° GUIZHOU DIAOYAN, 1993 No 
2.) Then there are the data on nine cities in Jiangsu 
Province. The prices of mixed feeds for cows have 
jumped 29.3 percent on the average since 1993, while 
the prices at which milk is procured and at which 
sterilized milk 1s sold have risen only 2.0 percent and 
2.3 percent, respectively. As the raising of milk cows 
becomes less and less profitable and downright 
unprofitable, milk production 1s in decline in seven 
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provinces and municipalities to date. The prices of 
coal, water, electricity, petroleum, and transportation 
have gone up by various extents in numerous places, 
greatly boosting the costs of livestock products and 
hobbling the animal husbandry industry. 


The situation described above occurred amid the 
gradual decontrol of agricultural prices. In 1992, 22.8 
percent of all agricultural products sold by peasants 
had state-set prices, down from 92.6 percent in 1978; 
20.0 percent had state-guided prices, up from 1.8 
percent, and 57.8 percent had market-regulated 
prices, up from 5.6 percent. Thus the contention by 
Comrade Wang Zhonghai that the price scissors will 
disappear provided agricultural prices are decon- 
trolled 1s not consistent with reality. 


A wealth of facts proves that a major reason for the 
decline in agricultural goods-industrial goods price 
ratio index 1s the extraordinary increase in the prices 
of industrial resources that are in short supply and in 
the charges of public utilities, including steel, coal, 
water, electricity, oil, and freight charges. According 
to observations at 11 points in Jiangsu, for instance, 
the costs of producing 100 kilograms of wheat rose 
9.94 percent in 1993 from a year ago, spending on 
diesel oil jumped 28.28 percent compared with 1992, 
and the costs of producing 100 kilograms of rapeseed 
were also up 6.30 percent, including a 31.43 percent 
increase in diesel o1l costs. Or take the case of Jinghat 
Fishery Company in Rongcheng Shi, Shandong Prov- 
ince. Its fishing fleet consumes 15,000 tons of diesel 
oil each year, yet the company 1s allocated only 460 
tons of diesel oil under the plan. Diesel oil accounts 
for about 50 percent of the fishing inputs. A fishing 
trip lasts from 15 to 20 days on the average and a 
small or medium-sized vessel burns about | ton of 
diesel oil a day, which works out to be 20 tons of 
diesel oil per fishing trip. With the price of diesel oil 
as high as 2,000 yuan per ton, a fishing trip costs 
40,000 yuan in fuel alone. The catch of a small or 
mid-sized vessel per trip ranges between 25 and 30 
tons, which translates into a total income of anywhere 
from 50,000 to 100,000 yuan. Add the other expenses 
and a fishing trip may end up costing more than it 
earns. The fishing industry in Shandong Province has 
been unprofitable since 1992 and things got worse in 
1993. To cut losses, fishery companies up and down 
the coast have suspended operations and auctioned 
off their fishing vessels. 


The extraordinary increases in the prices of scarce 
industrial products and the charges of public utilities 
have also directly driven up the costs of industries 
making articles for agricultural use, which, in turn, has 
exacerbated the unequal exchange between industrial 
and agricultural products. According to statistics, of the 
55 mid-sized nitrogen fertilizer enterprises in the 
nation, 27 lost money in the first quarter of 1993 
because of endless hikes in the prices of raw materials, 
electricity, and transportation costs. Unable to absorb 
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these massive price increases by tapping internal poten- 
tial alone, they have passed them onto agriculture. 


Thus, without strengthening macroeconomic regula- 
tion and control, the decontrol of agricultural prices 
in itself will not get rid of the price scissors at its root. 
On the contrary, there is a tendency for the price 
scissors to expand. This proves that in China’s 
socialist market economy, imperfect competition may 
result from the absence of the right kind of govern- 
ment intervention. As I see it, imperfect competition 
in Chinese industry to date may occur in either one of 
these two scenarios: 1) the transitional economic 
system inherits some of the administrative monopo- 
listic habits of the past in the course of reform. At 
present, about 30 percent of all capital goods sold 
have administratively set prices, including energy 
(crude oil, coal), raw materials (iron, steel, and chem- 
ical industrial raw materials), and rail freight. Stull 
under the influence of the old system, these sectors 
may engage in “rent-searching” activities and squeeze 
profits from price differences, which distorts prices, 
which, in turn, gives rise to imperfect competition. 2) 
The growth of the nonstate economy. Due to econo- 
mies of scale and improvements in managerial and 
sales techniques, a number of large companies now 
account for a substantial share of the sales of the 
decontrolled part of some products, such as petro- 
chemicals, coal, and steel, and in doing so manage to 
control the prices of products with negotiated prices. 
If this and other kinds of imperfect competition are 
not brought under government regulation and con- 
trol, the price scissors will not go away. 


There was a time in the history of capitalism when 
laissez-faire and nonintervention policies were con- 
sidered the best. With the emergence of imperfect 
competition and the consequent economic disloca- 
tions, the notion that capitalist nations must inter- 
vene 1n economic life to solve inflation, unemploy- 
ment, and other problems became widely accepted. In 
other words, laissez-faire economics has long been 
discarded in the West. In China, people have suffered 
long and hard under the planned economic system. So 
they assume, understandably, that everything will be 
fine if only there 1s decontrol across the board. But it 
will not be long before we realize that decontrol alone 
unaccompanied by the right degree of government 
intervention will not work either. Therefore the only 
conclusion we can arrive at 1s this: We must make the 
most of the market economy in resource allocation 
and, at the same time, step up proper government 
intervention in economic life to ensure the realization 
of economic efficiency. 


Measures To Narrow Price Scissors 


As noted above, the price scissors are a product of 
imperfect competition. Price decontrol cannot com- 
pletely prevent the emergence of some forms of 





ECONOMIC 71 


imperfect competition, namely monopolies. To erad- 
icate the price scissors, therefore, we must take the 
following steps: 


1) Impose price controls on a small number of 
monopolistic resources and the products of public 
utilities. Among them are crude oil, natural gas, a 
handful of rare metals, urban public transporta- 
tion, running water, coal, integrated network elec- 
tricity, rail transportation, and posts and telecom- 
munications. The markets of these products are 
basically monopolistic resource markets, natural 
monopolistic markets, or public utilities markets. 
Without government intervention, enterprises in 
these markets will take advantage of their inherent 
monopolistic status or some other prerogatives to 
set high monopolistic prices and reap excessive 
monopolistic profits. Since the role of prices in the 
sound allocation of resources on these markets ts 
restricted, regulation by an outside force, namely 
the government, is needed. These products come 
under government price-setting in just about every 
country in the world. Today, China is in the 
process of decontrolling the prices of most coal 
and petroleum products and increasing the share 
of steel with market prices. It is the plan of the 
departments concerned to completely decontrol 
the prices of competitive sectors by 1994 or 1995. 
In my opinion, the policy of totally scrapping price 
controls and decontrolling prices wholesale miuli- 
tates against the sound allocation of resources and 
the reduction of the price scissors in the exchange 
between industrial and agricultural goods. It 
should be reconsidered. 


Nm 


The government helps enhance the peasants’ self- 
protection capability. As noted above, because 
there are so many of them and because they 
operate on a small scale, peasants are in a weak 
bargaining position when it comes to selling their 
products. At the same time, they are confronted 
with imperfect competition in the acquisition of 
inputs. If they are not organized properly, peasants 
will remain in a defenseless position. A peasants’ 
supply and marketing cooperative may give them a 
tool through which they can participate in the 
acquisition of agricultural inputs and a means 
whereby they can enter the arena of agricultural 
products processing and marketing. In the United 
States, for instance, cooperatives purchased 20 
percent of all inputs and accounted for 31 percent 
of all agricultural products sold in 1980. The 
farmers’ cooperative provides a dependable 
market where farmers can sell their goods and 
purchase inputs, strengthens their bargaining post- 
tion in those transactions, and maximizes their 
return while minimizing the costs of inputs and 
services. To make sure the cooperative truly rep- 
resents farmers’ interests, government regulations 
require that the cooperative be owned and man- 
aged by agricultural producers themselves. In elec- 
tions, every member of a cooperative can cast only 
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one vole so as to prevent large investors or con- 
sumers from taking over the cooperative. The 
interest rate on cooperative investment must not 
exceed the interest rate state banks pay on 
deposits, the idea being to ensure that most invest- 
ment goes to improving the efficiency with which 
agricultural products are marketed and sold and 
imports are purchased, not to earning more 
interest for the cooperative. At least 50 percent of 
the volume of business conducted by the coopera- 
tive must be handled by cooperative members, 
again to ensure that it 1s cooperative members that 
really benefit from the cooperative. We can learn a 
lesson from all of that. 


3) Introduce a protective procurement price system 


for major agricultural products and livestock prod- 
ucts. Because of the low comparative advantage of 
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growing bulk agricultural products, their growers 
need price support. Proiective procurement prices 
should be held at a level where peasants derive an 
income from agricultural production roughly 
equal to that of laborers in other social strata, or at 
least enough to ensure the normal operations of 
simple reproduction in agriculture and animal 
husbandry and to prevent them from being hurt. 
When grain prices on the market drop below 
protection prices, the state must purchase the grain 
on peasants’ hands within the scope defined by 
government regulations on protective price pro- 
curement. 


(Writer's unit: Rural Development Studies 
Institute, Chinese Academy of Social Sciences 
(Beijing 100020) 
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Nationwide Study Evaluates Public Education 


94CMO0233B Beying LIAQWANG [OUTLOOK] 
in Chinese No 9, 28 Feb 94 pp 4-5 


[Article by Special Correspondent: “New Ideas About 
Educational System Reform—Investigation and 
Research Report on the Socialist Market Economy and 
Educational System Reform” ] 


[Excerpt] [passage omitted] For the past nearly half a 
year, the State Education Commussion’s National Edu- 
cation Development Research Center has conducted a 
special study in conjunction with the education sector in 
more than 20 provinces, municipalities, and autono- 
mous regions, and with central government ministries 
and commissions, holding various kinds of workshops 
with them. It has reached a consensus with leaders in 
units in charge of education and with economic and 
scientific and technical units, experts, and people doing 
actual work about major problems in correlating the 
socialist market economy with reform of the educational! 
system 


Change From the Old to the New System: Development 
Faces Conspicuous Problems 


[he development and reform of education faces 


numerous new problems in the current process of 


changing from the old to the new system. Some of these 
problems are still very prominent. They are manifested 
in the following three regards: 


1. The priority development of education has not truly 
been accorded a strategic position. The emphasis on 
inputs of material resources and the slighting of the 
development of manpower resources that has long 
existed in China’s economic construction has still not 
been tundamentally reversed. Some comrades 1n 
charge regard development of the economy as a 
mandatory task, but development of education as an 
optional task. In the process of accelerating economic 
construction, a mistaken idea has developed that “the 
economy must be improved rapidly but education 
need not be looked after,” and that “education must 
yield to the economy.” In the zeal to get on with 
economic projects, build office buildings, audito- 
riums, guest houses, and hostels, and put up develop- 
ment zones, investment in education 1s slighted, or 
money for education 1s even diverted to other pur- 
poses, and a serious situation exists everywhere of 
teachers not receiving the wages they should receive 


J 


2. Reform of China’s present educational system still 
lags behind the need for economic system reform. On 
the one hand, schools still do not have the mecha- 
nisms they should have to operate as they see fit, to 
develop themselves, and to restrain themselves. On 
the other hand, government functions have not been 
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genuinely transformed. No effective macroeconomic 
control system has begun to be built; new troubles and 
problems have risen tn education, and overall direc- 
tion, regulation, and control are not vigorous. The 
subject matter, the precepts, and the teaching 
methods used in education in China today do not 
meet needs for building socialism and developing a 
socialist market economy; the number, the make-up 
and caliber, and the standards set for human talent 
being trained do not satisfy requirements for devel- 
opment of the economy and the society; and overall 
returns from education and returns from the opera- 
tion of schools are not high 


Getting money for education has become harder. The 
problem of a lack of continuity and an outflow of 
personnel from the teaching corps is serious. Fiscal 
outlays for education have long languished around a 
low 12 percent. The inauguration of some measures 
of a political nature in recent years has actually put a 
damper on the raising of funds for education through 
many channels. Not only does the level of investment 
in education not meet the ever increasing need for 
education in the development of a market economy 
and society, but it can hardly satisfy basic needs for 
development of existing educational endeavors. 
During 1992, public expenditures for middle school 
and primary school education in more than half of the 
country’s provinces showed negative growth. Only 
8.4 percent of the experimental equipment needed 1n 
primary schools was made available, and 1n five 
provinces and cities, it was less than | percent. 
Nationwide 15 million square meters of middie and 
primary schools are in dangerous buildings, and in 
some provinces and autonomous regions, the per- 
centage of dangerous middle and primary school 
buildings has taken varying degrees of upturn. 
Because of the increase in the population base figure 
during the final 7 years of the twentieth century, the 
number of pupils in middle and primary schools wall 
increase by 34 million. Unless effective measures 
were taken, the goal of 9 vears of compulsory educa- 
tion nationwide will be difficull to attain. Money for 
institutions of higher education 1s extremely scarce. 
For quite a few schools, after deducting for price mses, 
the actual amount of money for school operation has 
decreased year after year. The problem of the overly 
low salaries of professors has remained unsolved for a 
long time. In 1992, several hundred thousand middle 
and primary school teachers nationwide left the 
teaching profession, most of them first-rate teachers 


having advanced degrees. A survey of 95 institutions 
of higher education showed the loss of 27 percent of 
young teachers between 1981 and 1989. In addition 
to those who went abroad, 48 percent went into high 
salary corporations and firms 


[passage omitted] 
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Phenomenon of Christianity Fever Explaines 
94CMO209A Hong Kong TANGTAIL [CONTEMPORARY] 
in Chinese No 34, 15 Jan 94 pp 54-56 


[Article by P1 Ming (3968 2494): “Mainland Christian 
Fever] 


[Text] [Excerpts] [passage omitted] Editor's Note: [pas- 
sage omitted] This article was originally published in 
Issue Number 918 of China and Church. For reasons of 
editing, it 1s slightly abridged in this publication. 


[passage omitted] Fang Litian [2455 4539 1131], a 


scholar in the mainland, points out that the regions of 


“alarming” growth for Christianity include Huaryin 
City, Jiangsu (in 1981 the approximate number of Chris- 
tians was more than 20,000. It increased by 20,000 every 
vear until 1986, and by 1990 it had increased to 
140,000); the Wenzhou region of Zhejiang (in 1981 the 
approximate number of Chnstians was 200,000. By 
1990 it had increased to more than 300,000); and Laran 
County, Anhui (the county only had eleven believers in 
the early 1950s; by 1976 there were only 77, but by 1990 
there were upwards of 1,000 people). Mr. Fang believes 
that this phenomenon illustrates two points: 1) Since the 
1950s, religious believers have increased the fastest in 
the last ten years. 2) Some regions of China truly have 
developed a “religion fever.” [passage omitted] 


Although these data alarm people, there is no denying 
this religious “upsurge.” But the majority of people in 
religious and scholarly circles in the mainland do not 
want to look upon this as an “ailment.” Wang Weifan 
[3076 4850 $672] of Nanjing University’s Institute for 
the Study of Religion believes that although the growth 
of Christianity has exceeded that of other religions in 
recent years, it 1s essentially normal. It has not reacned a 
“fever” level, and there 1s no need to be “panic- 
stricken.” 


According to recent statistics (or estimates) of mainland 
Christian circles, the approximate number of Christians 
(Orthodox) currently in China 1s 6 million to 9 million 
And Hong Kong and overseas estimates of the number of 
mainland Christians vary from 20 million to $0 million. 


There are more women than men and more old people 
tl But esti- 
mates of the proportion of young believers have notably 
increased.... In addition, many rural believers are illit- 
erate, estimated at half or more. The educational level of 
urban believers 1s rather high. There even are professors 
and famous physicians among them 


than young in typical mainland churches 


What was described above, however, 1s the general 
situation. The mainland certainly also has many atypical 
examples. As regards the age structure of believers, there 
1S a report that indicates that in churches in certain areas 
of Henan and Shanxi, 80 percent of believers are 18 

ars of age or under. As regards the educational level of 
believers, in urban churches, the proportion of young 


intellectuals 1s constantly rising. In academic circles. 
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there even are quite a few students who are trying to 
introduce Christian culture. They do not attend church, 
but are “Christian sympathizers.” [passage omitted] 


People’s zeal for Christianity began from the mid-! 980s 
“Religious fever” or “Christian fever” is by no means a 
post “June 4° incident phenomenon. In summarizing 
the reasons for “Christian fever” among mainland stu- 
dents and Chnstians, they can be divided into the 
following four aspects: 


1. Traditional and historical factors: Most of the regions 
with rapid growth of Christianity and a concentration 
of believers have a rather long history of dissemina- 
tion of Christianity. For example, in such localities as 
Wenzhou, Zhejiang and Fugqing, Fujian, the share of 
rural believers could be the highest in the nation, and 
these regions both have a long history of Christianity 
In another respect, family’s traditional beliefs also are 
an important factor bringing young people into the 
church. Parents give their children religious instruc- 
tion from when they are small. According to an 
investigative report, the choir of a certain Shanghai 
church has more than twenty young people, and 
“almost all of them are children of believers.” 


2. Social and economic factors: Concepts of ghost are 
still widespread, especially among farmers with a 
rather low level of education. Some think that the 
more rapid growth of rural Christianity than urban 
actually is the transfer or (“change of sentiments’) 
regarding ghost concepts. In another respect, Chinese 
society has always emphasized men and slighted 
women. Especially in the countryside, women have 
not been able to be economically independent and 
they cannot decide for themselves on family issues 
They often are dissatisfied with their daily lives. So, 
they go to church to seek satisfaction, to the point that 
in some villages the ratio of female believers is as high 
as 80 percent. For example, in Gaozuo township, 
Suining county, Jiangsu, there are 1,248 Christians in 
the whole township and 1,185 are women, making up 
92.8 percent of the total 


3. Psychological factors: A number of reports reveal that 
the majority of believers are believers because of 
illness. According to a 1985 sample survey at the 
Puzhou Church in the Longwan district of Wenzhou, 
$7 percent of believers entered the church because of 
illness. According to a survey the same year in 
Anhui’s Bangbu, 126 of 160 Christians were believers 
because of illness. And 1.620 of 2,500 Christians from 
Guzhen county were believers because of 1ilness. A 
survey of a village 1n northern Jiangsu also indicated 
that 60 percent to 70 percent of believers believed 
because of illness. In addition, some believers who 
encountered setbacks in love, marriage, family, 
school, or careers received spiritual consoling at 
church, and this was a reason for them to become 
believers 
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4. Other tactors: For a long time during the Cultural 
I ion period, religion was torbidden. That 
i be a reason for the “rebound” after the 
rches reopened in the 1980s. The more believers 
repressed the more 11 brought about regenera- 


nd solidarity, triggering an opposite eltiect 


Those in the mainland concerned with “Christian 
| ire mainly in three categories: academic cir- 
s. Christian circles, and people in party and gov- 
ment departments concerned with religion 
Because people in the three categories have different 
backgrounds and goals. their reactions to “Christian 


naturally somewhat diverse 


panic-stricken” group probably are some 


‘ ’ y ’ > sls J | , 2 | i, 
YW SU) »ISt renpion It ner gully to 
rY 4 relio rT? , ; t4 } - hn rrr ] relio ; 
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Any religious activity that 1s not registered 


government can be looked upon as being 


with “Christian fever” naturally 
rom Christian circles. They 
- evaluation of the positive aspects of 


1 to sociely and Oppose the 


is proposed to establish a totaliv new 


f religion in the mid-1980s, 1 brought 


ademic research on rel gion and church 

ed more strongly to implement a policy of 

freedom,” believing that religious freedom 

ly, discussion, and criticism of religion 

I people should not be excluded from partic- 


h on religion (indicating that in the 
s exclusion). In addition, they also 
of freedom of religious beliet 
ot be a tactic to abolish religion 


f academic circles to “Chris- 
we can probably say that they gradually 


itra-leftis ine ard made significant break- 
the study of religion. In the past, the 
iy } ry ly 


religious studies completely obeyed the 
yf the Chinese Communist Parts 
the “World Religion Research Insti- 


din Be ying in 1964 because Mao 


DI ted them to criticize theology.) By the 
' s, research on religion no longer was bogged 
philosoy al discussions of the nature of 

4) chit 1 7 


ted to an investigation of 
a ation and gradually hanged 1o com- 


ory. with “practic This was mainly the 

hrist I main ntent of the inves- 

i ] gt { the mber of believers 
1! ex ratio. tl reasons fof 

} nd of bel ers. and the 

hehet on fan life and social 

AY | vp curs reports 

tuat hes were published in 
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the two Diennia urnals Religion and Modern 
Studies on Religion. Between 1987 and 1992, nearly 
twenty oO! these su! reports on the current state of 
Christianity were published. Although some only con- 
tributed extreme! sketchy data and could by no 
means be considered rigorous in their research meth- 
odology, as regards the Chinese Communist attitude 
toward religion Inis Kind OF researcn report was a 
very great breakthrough. [passag mitted] 


Regarding the study of religious theory, the “opiate 
theory” no longer has a dogmatic position. In its place 


is the renewed development of the early 1950s “five 


natures theory” proposed by people such as Zhou 


. ? 
Enlai and Li Weihan: That religion is of the masses, 
democratic, international, long-lasting, and complex. 
The previous insistence on the argument that religion 
would very quickly die out in socialism was changed 
to exploring the possibility of religion becoming the 
superstructure of socialism, conditions for coopera- 
tion between religion and socialism, and the social 


function of religion. The most difficult to change was 
the past close affil gious studies with the 
philosophical sphe Moreover, ideological issues 
often extended to p al contention. But in recent 
years, the study of religion has begun to be relatively 
indeper dent and have broadened to several fields of 


social scrence research. including religious phenome- 


nology, the sociology of religion, religious anthro- 
pologs and the psychology of religior 
In sum, im recent years academic circles’ study of 


religion and evaluation of Christianity have generally 
become open and positive and people from church 


circles and religious workers simultaneously partici- 


pate in research projects. But the general onentation 


yf research and f reporting still are rather 
influenced by the party and government climate. The 
current respe ted mainland authority on religious 
issues 18 Luo Zhufeng [$012 4554 7364], the head of 
the East China Religio Affairs Office in the 1950s 
From the 1980s to the present Mr. Luo has held such 
positions as vice president and advisor to the China 


> 


Religion Society, president of the Shanghai Municipal 
Religion Society, and honorary head of the Institute 
for the Study of Religion of the Shanghai Social 
Ri Issues in China's Socialist 
Period, of which he t| hief editor can be consid- 
ered representative present n ind opinion on 
religious issues. Mr. | is an old cadre administering 
religious affairs. Obviously research on religion still 1s 


and the government 


Sua ber of Christians in 
recent years ob d greater interest and 
acceptance of Cf tv fro peop nm various 
ircles i ( hines / } I / } ' hes 
ind believers in va cali to strive for their 
has) rights at 1 fropdamec After } rches in the name 
of “uniting ti hroa fh , ontended 
n tl den t government 
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exerted pressure on Christianity. | am convinced that 
Christian doctrine and church life can continue to 
attract the large number of Chinese people who do not 
have any belief and have lost their ideals. I estimate 
that in the next few years the number of believers will 
continue to rise. As regards the clash of Chinese 
Christianity and Chinese culture, mainland scholars, 
using Taiwan Christianity as a precedent, believe that 
it would be difficult for the churches to become a 
force clashing with Chinese culture. The Christian 
churches in Taiwan also grew rapidly for a period. 
Although Taiwan has freedom to spread religion, after 
several decades of development, Christianity still 1s 
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an extremely small minority religion, not to mention 
“Christianization” of the culture. As to Chinese 
Christianity’s being assimilated by the Chinese cul- 
ture, it also will not happen to a very great extent. In 
the past, Christianity’s development in China was not 
at all assimilated into the Chinese culture or inte- 
grated with native religions like Buddhism. Because 
Christianity’s world view and the world view of the 
Chinese people clash, China’s Christian fever prob- 
ably will gradually stabilize. Christianity quite prob- 
ably will be able to maintain its basic characteristics 
in China and become a bit of a decoration for Chinese 
culture. 
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Two Analyses of T-72 Tank Performance in Gulf 
War 


T-72 Losses Attributed to Abandonment 


94CMO251A Being BINGQI ZHISHI [ORDNANCE 
KNOWLEDGE] in Chinese No 2, 15 Mar 94 pp 20-23 


[Article by Kong Lingtong (1313 0109 6894): “Experts” 
Vision Sharp in the Final Analysis”} 


[Text] The so-called “Desert Sword” ground warfare in 
the Gulf War ended abruptly leaving many non- 
participants with a sense of unfulfillment. Chinese 
weapons experts, who had hoped to sift some useful 
information from the give and take of real battle and 
fighting at close quarters between the two sides, were 
particularly disappointed. They were very much dissat- 
isfied with CNN’s constant transmission of pictures 
showing laser guided devices locking on and hitting 
targets. They felt that this was scare tactics to a certain 
extent, and might even be showing off or bravado. 


Finally, they obtained some relatively firsthand material 
in the form of a stack of photographs taken on the spot 
by the Chinese observers that the UN had sent to the 
Iraq border to supervise the cease fire. When the war 
first ended, the scorched earth and the wreckage of tanks 
and armored personnel carriers as far as the eye could see 
conveyed the feeling of an enormous graveyard. Natu- 
rally, the Chinese observers’ cameras focused mostly on 
Iraqi T-72 tanks inasmuch as these tanks were closest to 
China’s own equipment in terms of historical back- 
ground and performance. Thus, they were of greater 
interest to them. 


The scene in one photograph was rather sorrowful. The 
wreckage of a T-72 tank lay twisted in a destroyed desert 
revetment, its tracks buried in the desert sand, its large 
caliber gun wrenched to the side, but its anti-aircraft gun 
facing straight ahead. In the middle of the armor on the 
front of the tank was a large shell hole torn by the steel 
core of a low-grade uranium armor piercing shell from an 
American MIAI tank. From a cursory glance, this 
seemed to confirm that the T-72 tank was not the equal 
of the MIAI. It had been hit straight on. However, our 


tank experts are not simpletons who parrot the views of 


others. After scrutinizing the photograph, they found the 
real reason this tank had been destroyed 


“Look. Here’s a clue,” said one research institute tank 
expert explaining a detail he had found. “In the photo- 
graph, the T-72’s gun barrel is not facing 1n the direction 
of fire of the American tank like the muzzle of the 
machine gun, but 45 degrees to the right.... What does 
this show? It shows that before it was hit by the MIAI1 
shell, the crew had run away. One feature of the T-72 1s 
that the tank driver entry hatch 1s located under the gun 
barrel, so unless the turret 1s moved a certain amount, 
the personnel inside the tank cannot raise the hatch to 
get out. Clearly, the destroyed tank was not in combat 
mode at the time. It had been abandoned. How would 
you judge this kind of destruction? Should you blame the 
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personnel or blame the tank?” This expert made a 
conclusion: “I do not feel this was a real tank war 
inasmuch as the morale of one side was undermined and 
it abandoned its equipment. They did not resist.” 


The American MIAI is one of the world’s most 
advanced land warfare weapons. Of this, there is no 
doubt. However, the difference between it and the T-72 
is by no means the difference between heaven and earth 
For psychological warfare reasons, long before the 
ground warfare began, the American army conducted a 
lot of propaganda through the news media, claiming that 
it had “an effective range twice that of Iraq’s best T-72 
tank.” 


Was it really all that wonderful? Our experts had reser- 
vations from the very beginning. They believed real data 
more. The fire control systems of the two tanks are on a 
par; they both use smooth-bore guns, and the T-72’s gun 
diameter is 125 mm while the MIAI’s is 120 mm. The 
T-72°s armor piercing shells have an muzzle velocity of 
1.800 meters per second; the MIAI’s 1,650 mm per 
second. What 1s more, the T-72’s trajectory 1s flatter: 
thus, it has a very high hit rate without using its complex 
fire control system. Therefore, our exports were anxious 
to find out whether these two weapons really battled each 
other in a true sense. Was the overnight collapse of the 
Iraqi armored corps, which was equipped with more 
than 1,000 T-72 tanks, because its personnel did not 
stand the test or because the tanks did not stand the test? 


The experts had sharp eyes. The above problems could 
not be approached solely from the angle of a confronta- 
tion between weapons. The Iraqi high command robbed 
the tank corps of its assault and maneuverability advan- 
tages by placing in defensive fortifications, where it 
became a target, a fine weapon that might have been able 
to fight off the enemy. Even when the enemy moved 
several hundred kilometers westward, leaving his flanks 
exposed, it did not organize a powerful counterattack 
The soldiers carrying out the combat mission had also 
not recovered from the suffering and exhaustion of the 
war between Iraq and Iran before being sent into battle 
again. They also had a muddled idea about the goals of 
Iraq's invasion of Kuwait and about this war. In add- 
tion, after the war broke out, command was paralyzed, 
supplies were cut off, and many soldiers were semi- 
starved or had no fresh water to drink, so how could thei 
morale be good? Consequently, during 100 hours of 
ground warfare, the multi-national forces captured 2,100 
Iraqi soldiers for every man they lost. For every tank 
they lost, they destroyed 1,878 tanks and armored per- 
sonnel carners. Certainly, this was unique in the annals 
of modern warfare. Nevertheless, anyone who knows 
anything at all about warfare also realizes that surrender 
without fighting, and abandonment of vehicles was also 
a very large factor. 


The detail that our tank experts revealed should not be 
belittled. It sets to rights the ballyhoo of some press 
media as well as the acceptance of this ballyhoo as true 
by some people. One should take the evaluation of the 
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victors with a grain of salt! This 1s because the “one- 
sidedness” of this war did not stem compleiely from the 
too great technical backwardness of one of the contes- 
tants. The personnel were not tough enough. Even 
though the T-72 1s slightly inferior to the MIA], both 
can inflict severe damage on each other. The cost of 
manufacturing each MIA] is $2 million, but a T-72 costs 
much less. Even a “gold dollar empire” cannot afford 
this expense except for a death-defying struggle. To 
regress at bit, the Iraqi army relied on the laying of more 
than 20 million land mines (including some high tech- 
nology smart mines) in a defense zone, and the use of 
T-72s to organize several pretty good battles to oppose 
their removal (unfortunately they did not!). Naturally, in 
considering the above, the experts subconsciously 
thought something they did not say and that 1s not nice 
to say, namely: “No question about it; things would have 
been different had it been our troops in the same T-72s.” 


Having said this, the writer feels a statement that Mao 
Zedong made some years ago in “On Protracted War” 
would be most appropriate: “Soldiers are the foundation 
of an army. Unless the armed forces are infused with 
political spirit, and unless progressive political work 1s 
done to make this infusion, the will to resist cannot be 
aroused to the maximum in officers and men, and the 
best technical and tactical foundation cannot be 
obtained for making the most of their effectiveness.” 
(Selected Works of Mao Zedong). 


Truth may sometimes fade from people’s memories, but 
it can never be eradicated 


MALAI Deemed Superior in Four Aspects 


94C MO251B Beying BINGQI ZHISHI ORDNANCE 
KNOWLEDGE] in Chinese No 2, 15 Mar 94 pp 23-24 


[Article by Li Renve (262! 0088 2814): “A Pair of 
Outstanding Weapons Tested in the Desert. Can the 
I-72 Stand Up to the MIAI?"} 


[Excerpts] Tanks have been used in many limited wars 
since the end of World War II; however, in terms of 
quantity, quality and intensity of combat, the 23-27 
February 1991 ground warfare in the Gulf War may be 
rated the mother of all tank battles 


Admittedly, the combat reports published today are 
explanations that the United States Department of 
Detense makes to Congress and the public; thus, they are 
bound to be biased. Nevertheless, it 1s still possible to 
make an evaluation of the tanks on the basis of these 
reports and a technical analysis. This article seeks to use 
technical analysis to find ways to remedy shortcomings 
in existing tanks and to develop technology for future 
combat tanks. [passage omitted] 


Battlefield Performance of MIAI1 and 1-72 Compared 


After the Gulf War was over. the Soviet-made T-72 and 
the American-made MIAI tanks became an object of 
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much verbal sword-crossing both in China and abroad. 
The main focus of remarks was on the following four 
things: 


Sighting and Aiming Equipment. If the decisive factor in 
the MIA]! tanks destruction of the T-72 tanks were to be 
listed in order of priority, the high performance thermal 
imaging sighting and aiming device would have to be 
placed first. This 1s also the reason that the American 
forces do a lot of night fighting, and even pick bad 
weather when visibility is very poor to fight surface 
warfare. The MIAI tank’s thermal imagining sighting 
and aiming device is a passive sighting and aiming 
device that can be used both during the day and night 
that the Hughes Corporation produces. It employs a 
single target periscope. Not only does the device provide 
images of targets, but it also displays range and various 
kinds of firing data that a laser range finder figures out. 
Night performance characteristics are as follows: Ten- 
fold magnification when the field of vision is 5 degrees; 
three-fold magnification when the field of vision 1s 16 
degrees: and an effective night-sighting distance of 2,000 
meters under ordinary circumstances. During serious 
sand storms, the sighting distance falls to 900 meters. 


The Iraqi Army's newest model T-72M1 tank uses an 
Iraqi-manufactured aiming device whose performance 1s 
substantially identical with that of the Soviet- 
manufactured TPN-1-49-23 infra-red night sighting and 
aiming device 


The TPN night-sighting and aiming system employs an 
active infra-red system in which in the infra-red rays 
from an infra-red searchlight are reflected back frofn the 
target on which they shine. The receiving device for the 
TPN system, which is mounted to the left front of the 
gun turret, processes the reflected infra-red image to lock 
the arming device on the target. Under ordinary weather 
conditions, its effective night-sighting distance 1s 
between 600 and 800 meters (at a 5.5-fo'd magnifica- 
tion), which 1s one-third that of the MIAI. In a severe 
sand storm, when visibility with the naked eye is less 
than 200 meters, the effective sighting distance declines 
to around 300 meters. Its most fatal weakness 1s that the 
infra-red rays that its infra-red searchlight emit amount 
to giving the M1AI1’s passive thermal imager a target to 
shoot at. Clearly, the T-72 1s vulnerable day or night. 


Of course, the MIAI tank’s thermal imaging aiming 
device 1s not the acme of perfection either. For example, 
the thermal imagining device's image may darken at 
times; thus regulations provide that it 1s to be used a 
maximum of 8 hours per day. Furthermore, the thermal 
imagining system 1s unable to identify frend from foe. 
This resulted in American army tank’s regularly dam- 
aging each other by mistake during the Gulf War. 


Long Distance First Round Hit Rate. The first round hit 
rate is of crucial importance in live warfare. This was 
amply demonstrated in the Gulf War. According to 
American Captain Jibeina [phonetic], company com- 
mander of D Company of the 1/35 Armored Battalion, 
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First Armored Division: “Our company’s 14 MIAI 
tanks can unerringly hit T-72 tanks.” 


A report from A Company of the 2/4 Cavalry Battalion 
of the Amencan 24th Mechanized Infantry Division 
said: “Our company is equipped with 12 MIAI tanks 
and 14 M3 cavalry tanks. During an engagement with an 
Iraqi Army T-72 tank, Corporal First Class Sinide’s 
[phonetic] M3 Bradley cavalry tank came under attack 
from a T-72 tank at a distance of 600 meters. A shell 
from the T-72s 125 mm gun landed 10 meters away from 
the M3 without hitting it. The M3 only received a shock 
wave from it. Next, the Iraq: T-72 tank was destroyed by 
a shell from an MIAI tank that was supporting the M3 
tank from the rear.” This 1s a classic example of what can 
happen when the first round fails to hit. 


During the Gulf War, the poor performance of the Iraqi 
tanks’ fire control system, which led to inability to aim 
and fire quickly, provided the American tanks with 
opportunities. Reportedly, it takes an MIAI tank 6.2 
seconds to fire its first round. Although we do not know 
how long a T-72 takes, British Chieftain tanks, which are 
of the same generation as the T-72s, take 13 seconds. 


An American army report said that two M1JA1 tanks that 
T-72 tanks hit could have beer repaired, but the Amer- 
ican army destroyed them on the spot for security 
reasons. It should be noted that these two tanks were hit 
at a range of less than 1,000 meters and that their armor 
was not penetrated. 


An American army investigator verified that most of the 
Iraqi army tanks that MIAIs hit with the first round 
were at a range of between 2,000 and 3,650 meters. 


Armor Piercing Power. The American MIAI tank’s gun 
fires an M829A1 armor piercing, fin-stabilized, 
descending sabot (APFSDS). This shell weighs 18.7 
kilograms. Its core weighs 7.16 kilograms (including the 
sabot). The core 1s made of a low-grade uranium alloy, 1s 
24 mm in diameter, and has a 20:1! length to diameter 
ratio. Its muzzle velocity 1s 1.675 meters per second, and 
the muzzle energy ts slightly higher than 9 megajoules. At 
a range of 1,000 meters, it can pierce armor to the 
equivalent of 600 mm thick rolled homogenous steel 


armor. At 2,000 meters, it can pierce the equivalent of 


$50 mm thick armor of the same kind 


The Soviet-made tank’s 125 mm, long APFSDS has been 
developed for at least three generations. This includes 
the first BM-12, which had a total projectile weight of 
29.9 kilograms, whose core was made of tungsten alloy, 
and whose diameter was 44 mm. Since the weight of the 
core 18 somewhat lighter than of the American-made 
armor piercing core (4.5 kgs), muzzle velocity 1s also 
somewhat higher (1,720 meters per second). However, 
because the core 1s light, muzzle power 1s also less at only 
6.6 megajoules, and projectile velocity falls off fairly 
rapidly. This 1s particularly disadvantageous for long- 
range combat. In addition, the length to diameter ratio of 
the BM-12 1s only 10:1, and the core diameter ts greater 
Therefore, core mass is less per unit of armor area, 
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meaning that armor piercing energy per unit of area is 
less. At a range of 2,000 meters, its vertical armor 
piercing ability is only equal to 400 mm thick homoge- 
neous steel armor. 


The shells that the Iraqi army used in the Gulf War may 
have been either the old BM-9s (whose production was 
halted in 1973), or the old style BM-11 armor piercing 
shells. The BM-9s core weighs 3.6 kgs; the shell’s velocity 
is 1,800 meters per second, and its shell core length- 
to-diameter ratio 1s 9:1. Their remaining velocity 
Capacity 1s poor. At a range of 1,000 meters, their 
velocity falls to 142 meters per second. At a range of 
2,000 meters, the loss of projectile energy is even greater. 
Their armor-p ercing power is much less than that of the 
BM-12, being only 24 mm. The BM-1!1 shell’s armor 
piercing strength is 300 mm. 


It should be strongly emphasized that there 1s still room 
for improvement of Soviet-made 125 mm gun ammuni- 
tion. Nevertheless, even the old BM-9 ammunition’s 
muzzle energy is greater than that of the west’s 105 mm 
gun's armor-piercing shells. The Middle East War 
showed that when an American-made second generation 
tank such as the M-60 was the adversary, all 1t took was 
the T-62’s 115 mm gun to deal with it. The war in the 
Bakka Valley also showed that Israel's Merkava tank, 
which was designed with extremely close attention to 
survivability, likewise was unable to escape destruction 
from the T-72’s 125 mm gun. 


These circumstances show that the APFSDSs that are 
used today are capable of dealing with an adversary that 
does not have the most up-to-date composite armor. 


Armor Defense \t may be inferred that a material such as 
a fine mesh nylon fiber is placed between two layers of 
titanium high quality, double strength plates to make the 
MIAI tanks’ composite armor. The low-grade uranium 
material mixed into the MIAIHA tank’s armor 1s 2.5 
times as dense as steel 


Unlike the composite armor of the traditional MIA! 
tank, the new armor of the M1 A] HA uses new materials. 
and it also uses a new form of construction. The new 
generation of composite armor no longer consists solely 
of layers of different materials with space in between, but 
adds a separating layer that 1s able to absorb shock or 
reduce damage. This layer 1s made up of extremely 
elastic honeycomb or corrugated material. It can absorb 
the shock energy of kinetic energy ammunition. It has a 
cushioning effect, and it can diffuse the kinetic energy 
throughout the entire construction material that braces 
the armor plate. No longer are the materials that form 
the composite armor plane joined by a bonding agent or 
welded together. Instead, layers of different materials 
simply overlap, each layer being able to move. This 
serves both to break up the core of the kinetic energy 
ammunition and to diffuse the explosive shell’s metallic 
jet flow. 


By using this kind of construction, when a damaged 
piece of armor is changed or a new kind of composite 
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armor 1s used, all that 1s required 1s to open the com- 
posite armor’s external weld. The enter process of 
changing a piece of armor takes less than 15 minutes. 
Furthermore, this replacement of the low grade uranium 
armor can make the most of modern armor’s best 
protection capability. 


By inference, the protection capability of an MIAIHA 
tank’s armor against an APFSDS is equal to approxi- 
mately 600 mm thick steel armor. In dealing with a high 
explosive squash head, it is equivalent to 1,300 mm thick 
steel armor. 


Therefore, a BM-11 armor piercing shell that a T-72 tank 
fires, which can only penetrate 300 mm of armor plate, 
naturally cannot penetrate the front armor of an MIA] 
tank. Even a BM-12 cannot penetrate it. Reportedly, the 
front of the T-72M1 tank’s turret has not only the main 
armor consisting of rolled steel armor plate, but also 
several layers of special armor having a maximum thick- 
ness of 280 mm. This special armor consists of three 
layers. The outer layer is armor steel; the second layer 1s 
glass fiber/ceramic material; and the third layer is also 
armor steel. According to an American army analysis, 
the T-72M1’s armor not only can be penetrated by an 
American M829A1 shell, but it has no defense against a 
125 mm shell. 


Journal Profiles Beijing Military Region Officers 


Commanding Officer Li Laizhu 


94CM0245A Hong Kong KUANG-CHIAO CHING [WIDE 
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[Article by Li Zhongluo (2621 0022 3157): “Li Laizhu 
Takes Command as Commander of Beijing Military 
Region”’] 


[Text] In January this year, 62-year old Lt.Gen. Li 
Laizhu replaced Wang Chengbin to become the eighth 
commander of the Being MR. Yang Yong was the 
seventh commander of the Beijing MR for nine years. 
His tenure was the longest of all. Chen Xilian and Qin 
Jiwei were next. oth of them stayed on the post for 
seven years. The tenure of both Li Desheng and Zhou 
Yibing we. the shortest one for less than three years. 
Wang Chengbin was at this post for three years and nine 
months, and the first commander of the Beijing MR 
Yang Chengwu stayed on his post for three and half 
year’s. 


Li Laizhu Comes From 2d Field Army 


Just like Yang Yong, Li Desheng, Chen Xilian and Qin 
Jiwei, Li Laizhu comes from the PLA 2d Field Army 
which was under the command of Liu Bocheng and Deng 
Xiaoping. The only difference is that all the several 
predecessors of his were veteran Red Army members 
who fought hundreds of battles during the 10-year civil 
war, while Li Laizhu, just like his predecessor Wang 
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Chengbin, were cadres of the 1938 era who joined the 
army in the later stage of the War of Resistance against 
Japanese Aggression. 


Li Laizhu’s Hometown in Northwest Shandong 


Li Laizhu was born in 1932 in Shenxian County, located 
in northwest Shandong Province. Shenxian County was 
a part of the anti-Japanese base area in ncrthwest Shan- 
dong built by the Chinese Communists during the War 
of Resistance against Japanese Aggression . The North- 
west Shandong District was originally under the admin- 
istration of the Sixth Prefectural Commissioner's Office 
in Shandong Province, which has jurisdiction over 12 
counties including Liaocheng, Chiping, Boping, Tangy), 
Kouxian, Shouzhang, Yanggu and Shenxian County. 
The district cut across the Yellow River and was located 
along the border of Hebei, Shandong and Honan. 


In November 1936, Fan Zhuxian was appointed Com- 
missioner of the Sixth Shandong Provincial Special 
District of the K 1ominiang Government. 


After the “Lugougiao Incident” in 1937, Zhang Linzhi, 
Director of the Organization Department under the 
Shandong Provincial CPC Committee, led more than 70 
Chinese Communist Party members and students who 
were forced to leave their native places to go to the 
Liaocheng Prefecture to carry out activities against Jap- 
anese aggression and for national salvation. They also 
built fine relations with Fan Zhuxian and formed a 
united front with him. Liaocheng fell into the Japanese 
hands on 15 November 1938. Fan Zhuxian, CPC 
member Zhang Yuguang and 600 soldiers and civilians 
died for the country during this campaign. 


Yang Yong Opened Up Northwest Shandong Base Area 


The Western Shandong Regional CPC Committee was 
established in January 1938. Zhang Linzhi was 
appointed secretary of the committee. The 686th Regi- 
ment of the 115th Division of the Eight Route Army 
(Regiment Commander Yang Yong and Political Com- 
missar Su Zhenhua) moved into the region and spread 
the War against Japanese Aggression to areas west of the 
Yun River. The main military forces boldly drove to the 
areas west of the Tai Mountains in April. In July, those 
PLA units in areas west of the Yun River became an 
independent brigade of the 115th Division. Yang Yong 
was appointed the brigade commander and concurrently 
political commissar of the brigade. Then, the area west of 
the Yun River and that west of the Tai Mountains joined 
together. The Juancheng-Juye-Heze-Jiaxiang- 
Wenshang-Yuncheng Border Region was established in 
August 1939. It stretched further toward northwest 
Shandong. In the winter of 1939, the Eighth Route Army 
troops which entered northwest Shandong opened up 
base areas in Shouzhang, Fanxian, Yanggu, Liaocheng, 
shenxian, Chaocheng and Guancheng. The West Shan- 
dong Military District was established in April 1940. The 
343rd Brigade (which became the 3rd Training Brigade 
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later) with Commander Yang Yong and Political Com- 
missar Xiao Hua was stationed in the district. The area 
under its jurisdiction covered Jinan, Yanzhou, Juye, 
Juancheng, Guantao and Yucheng. At the end of 1940, 
this area was developed into a western Shandong anti- 
Japanese base area which covered the areas west and east 
of the Yun River, the area west of the Tai Mountains and 
the Northwest Shandong District . At that time, 
Shenxian was under the jurisdiction of the Northwest 
Shandong District. In addition to Shenxian, this district 
also covered Guanxian, Guantao, Chaocheng, Linging, 
Qiuxian and other counties. After the founding of the 
West Shandong Military District, the Northwestern 
Shandong District became the 3d Military Sub- 
Command (Commander Bai Yun and Political Com- 
missar Wang Leting). In April 1940, the Chinese Com- 
munist Party held a congress of representatives from 52 
counties in western Shandong and set up the Western 
Shandong Administrative Office. Xiao Hua and Duan 
Juni were elected director and deputy director of the 
office. 


Li Laizhu Took Part in Revolution in Later Stage of 
War Against Japanese Aggression 


In July 1941, The Western Shandong District and the 
Hebei-Shandong-Henan District merged. After that, 
they were placed under the command of the Hebei- 
Shandong-Henan Anti-Japanese Base Area. In May 
1944, the Hebei-Shandong-Henar District merged with 
the South Hebei District, and the Northwest Shandong 
District became the 7th Hebei-Shandong-Henan Sub- 
District (Sub-District Commander Chao Jian-min and 
Political Commissar Xu Mengxia). Li Laizhu was doing 
some local anti-Japanese work in the 7th Sub-District in 
May 1944. He was only 12 years old at that time. 


Li Laizhu Joined PLA in February 1947 


After Japan surrendered in October 1945, the 7th Hebei- 
Shandong-Henan Sub-District was incorporated 1°.to the 
southern Hebei area and became the Ist Southern Hebe 
Sub-District (Commander Bai Yun and Political Com- 
missar Xu Mengxia). At the same time, the main army 
units in the Southern Hebei Military District formed the 
2d Column (Commander Chen Zaidao and Political 
Commissar Song Renqiong) of the Shanxi-Hebei-Henan 
Military District (Commander Liu Bocheng and Pollit- 
ical Commissar Deng Xiaoping) in Handan, t!ebei. After 
the civil war between the Kuomintang and the Chinese 
Communists started, this column took part in the Jua- 
ncheng, Huaxian and other campaigns. In February 
1947, the 2d Column and other columns moved to the 
north, and crossed the Yellow River for regrouping. 
They stationed in the areas northwest of Chaocheng and 
east of Daming which were under the command of the 
ist Henan Sub-District. During the period of regrouping, 
the 2d Column recruited several thousand soldiers from 
southern Hebei. At that time, Li Laizhu who was doing 
some work for the 2d Southern Hebe: Sub-District 
officially started to work for the army, and joined the 
PLA. He was !5 years old at that time. He joined the 
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llth Regiment (Regiment Commander Luo Chongfu 
and Political Commissar Li Xianzhong) of the 4th Bri- 
gade (Brigade Commander Kong Qingde and Political 
Commissar Liu Minghui) of the 2d Shanxi- 
Hebei-Shandong-Henan Column as a fighter 


Participate in Battles in Southwest Shandong and in 
Huaihai Campaign 


Since then, Li Laizhu followed the column took part in 
the Northwestern Shandong Battle and the Dabieshan 
Wanx1, Wandong, Huaihai and other well-known cam- 
paigns, and was promoted to deputy platoon leader and 
then platoon leader. 


During the Huaihai Campaign, the 11th Regiment of the 
4th Brigade of the 2d Column of the Central Plains Field 
Army, to which Li Lanzhu belonged, checked the assault 
from the Kuomintang Huang Wei Army Group at Dengyjia- 
deng, northwest of Mengcheng. It fought for five hours and 
killed more than 300 enemy soldiers. The regiment distin 
guished itself in the entire Huaihai Campaign. 


Took Part in Yangtze River Crossing and Southwestern 
Campaigns 


The Central Plains Field Army changed its name to the 
2d Field Army on 26 January 1949. The 2d Column of 
the Central Plains Field Army changed its name to the 
10th Army of the 2d Field Army (Army Commander Du 
Yide, Political Commissar Wang Weigang and Deputy 
Army Commander Fan Chaolt). Li Laizhu was a platoon 
leader of the 83rd Regiment of the 28th Division (Divi- 
sion Commander Chen Zhongmin and Political Com- 
missar Yao Keyou) of the 10th Army. Later, Li Laizhu 
fought one battle after another, and took part in the 
campaign of crossing the Yangtze River, the South- 
western Campaign and others. 


Follow 29th Division from Southwest China to North 
China 

Following the founding of New China, the 29th Division 
of the 10th Army was transferred back to the 1Sth Army 
in February 1951 (Army Commander Qin Jiwei and 
Political Commissar Gu Jingsheng). After that. the divi- 
sion took part in the Korean War. In march 1951, L1 
Laizhu was promoted to deputy political instructor of a 
company under the 83rd Regiment of the 28th Division 
of the 10th Army. In April 1°52, the 28th Division of the 
10th Army was once again placed under the command of 
the 23rd Army Corps (Commander Dong Qiwu and 
Political Commissar Gao Kelin). Li Laizhu was pro- 
moted to a company-level political instructor. At that 
time, the official designation of the 10th Army was 
abolished, and the 30th Division originally placed unde: 
its command was transferred back to the Navy. Then the 
23rd Army Corps was placed under the command of the 
North China Military District. 


The 23rd Army Corps was reorganized into the 69th 
Army and placed in command of the 28th Division and 
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the 107th Division. Dong Qiwu was the Commander of 


the army. The 69th Army was under the command of the 
North China Military District. It was later under the 
command of the Bejing MR. Li Laizhu was promoted to 
deputy regiment political commissar and then regiment 
political commissar, regiment chief of staff, deputy reg- 
iment commander and then regiment commander of the 
83th Regiment under the 28th Division. He later became 
the Division Commander of the 28th Division. 


Graduated from the PLA Military and Political College 
in 1976 


Li Laizhu graduated from the PLA Military and Political 
College in 1976. The college was established on 6 August 
1970 during the “Cultural Revolution” for the training 
of military, political and logistics commanders at and 
above the division level and a few outstanding officers at 
the regimental level in the PLA. Located 1n Beijing, the 
college was placed under the direct command of the 
Military Commission of the CPC Central Committee. 
Huang Yongsheng. X1ao Ke and others were presidents, 
and Zhang Xiuchuan, Tang Liang, Liu Xingyuan were 
political commissars of the college. The college had 
departments of military affairs, political affairs, logistics 
and others. (The college was closed on 7 November 
1979.) After graduating from the college, Li Laizhu was 
promoted to Commander of the 28th Division of the 
69th Army. 


Assume Posts as President of Infantry School of Beijing 
Military District and President of Shijiazhuang Army 
School 


On 7 November 1977, the Infantry School of the Beijing 
Military District located in the city of Shijiazhuang in 
Hebe: Province was reorganized. (This school was reor- 
ganized first on 22 June 1962 and closed on 19 February 
1969 during the “Cultural Revolution.) At that time, 
Yuan Jie was President, and Political Commissar was 
Song Shuanglai. Soon after that. Li Laizhu was trans- 
ferred to become Deputy President of the school and 
concurrently Director of the school’s Training Depart- 
ment. The Beijing MR Infantry School was renamed the 
Shijiazhuang Army School. Li Laizhu was appointed 
President of the school. The school had training classes 
for company commanders, political instructors, platoon 
leaders and quartermasters and for students specialized 
in communications, logistics and financial affairs. The 
school provided undergraduate studies and professional 
as well as on-the-job training. 


Promoted to Deputy Commander of Beijing MR in 1985 


In June 1985, Deng Xiaoping reduced China’s armed 
forces by one million men. The |! major military regions 
were reduced to seven. At that time, Qing Jiwet 
remained commander of the Beijing MR. Yang Baibing 
replaced Fu Chongbi as Political Commissar of the 
Beijing MR. Former deputy commanders of the Beying 
MR Pan Yan, Wang Yang, Ma Wethua, Xiao Xuanjin, 
and former deputy political commissar Wu Lie, Luo 
Yinghuai, Qu Jingji and other group of veteran Red 
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Army and Eighth Route Army members either moved 
back to the second linc or retired. Sixty-three year old 
Zhou Yibing (who replaced Qin Jiwei as Commander of 
the Being MR) and Yan Tongmao, 53-year old Li 
Laizhu and 62-year old Liu Yudi and others were reap- 
pointed or promoted to deputy commanders of the 
Beijing MR; and 58 year old army-levei political com- 
missar Chen Peimin was promoted to Deputy Political 
Commissar of the Beijing MR; and 50-year old Zhang 
Gong became the head of the Political Department of the 
Beying MR. 


Awarded Rank of Lieutenant General in October 1988, 
Elected Member of CPC Central Committee 


In March 1988, Li Laizhu was elected Deputy of the 7th 
National People’s Congress (PLA deputy). The Chinese 
Communists restored the military rank system in 
October 1988. Li Lanzhu was awarded the military rank 
of A lieutenant general. A major reshuffle took place 
among Chinese Communist high-ranking military 
officers in April 1990. Sixty-two year old former Deputy 
Commander of the Nanjing Military Region Lt.Gen. 
Wang Chengbin replaced Zhou Yibing as Commander of 
the Bejing MR; and Zhang Gong replaced Liu Zhenhua 
as Political Commissar of the Beijing MR. Li Laizhu was 
promoted to First Deputy Commander of the Beijing 
MR. 


At the 14th National CPC Congress held in October 
1992, 43 military officers were elected members of the 
CPC Central Committee. Li Laizhu was one of officers. 


Promoted to Commander of Beijing MR in 1994 


On 4 February 1994, the JIEFANGJUNBAO revealed 
that accompanied by Director Fu Quanyu of the General 
Logistics Department, Secretary Hu Fuguo of the Shanxi 
Provincial CPC Committee, Acting Governor of Shanxi 
Sun Wensheng and Commander of the Beijing MR L1 
Laizhu, General Secretary of the CPC Central Military 
Commission Jiang Zemin conducted an inspection tour 
on work in Shanxi. This news proved that Li Laizhu had 
been promoted to Commander of the Beijing MR in 
January 1994. 


He Daoquan Appointed Commander of Beijing Garrison 
Command 


The 4 February JIEFANGJUNBAO in the same dis- 
patch also reported that He Daoquan, who was elected 
alternate member of the CPC Central Committee at the 
13th National CPC Congress, but failed to gain any seat 
at the 14th National CPC Congress, was promoted to 
Deputy Commander of the Beijing MR and concurrently 
Commander of the Beijing Garrison Command. He 
Daoquan, age 58, was born in Huangpi, Hubei. He 
joined the PLA in July 1951. He graduated from the 
Seventh Infantry School in 1954 together with Liu 
Jingsong. He was a division commander, army chief of 
staff and army commander of the well-known 23rd Army 
Corps. He was awarded the military rank of a major 
general in 1988. 
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Deputy Commander He Daoquan 


94CM0245B Hong Kong KUANG-CHIAO CHING 
[WIDE ANGLE] in Chinese No 258, 16 Mar 94 pp 64-65 


[Article by Li Zhongluo (2621 0022 3157): “Newly 
Appointed Commander of Beijing Garrison Command 
He Daoquan”’} 


J 


[text] In early February 1994, the JIEFANGJUNBAO 
carried a news about the leader of the CPC Central 
Military Commission, accompanied by He Daoquan, 
visited the PLA troops under the command of the 
Beijing MR to extend his Spring Festival greetings. This 
news proved that He Daoquan has been appointed 
Deputy Commander of the Beying MR and concurrently 
Commander of the Beiying Garrison Command. He 
predecessor Lt.Gen. Zhang Zhiyian was transferred to 
take the post of Political Commissar of the Chengdu 


MR. 


Joined Army in Hubei in 1951 


Lt.Gen. He Daoquan was born in Huangp: County, 


Hubei Province. He was born in the same county as Xu 
Haidong who was granted the military rank of a full 
general when the Chinese Communists first started the 
military rank system in 1955. However, they were mili- 
tary officers of two different generations. When Xu 
Haidong led the 25th Army of the Red Army to march 
from Hubei, Henan and Anhui to northern Shaanxi, He 
that year. He had never partici- 
> campaigns in that year. In July 1951, 
He Daoquan, 
middle school student, joined the 
PLA in Hubei. He, together with Lt.Gen. Liu Jingsong 
who later became his superior, were sent to study at the 
PLA 27th Infantry School in Qigihar, Heilongjiang. The 
27th Infantry School grew out of the Military and 
Political Academy of the Northeastern Military District 
It trained infantry company and platoon-level com- 
manders. The 27th Infantry School was renamed the 7tt 
Infantry School. In the school, the students received 
Strict training from Soviet instructors and were prepared 
to fight in Korea at any time 


Daoquan was born tn 
pated in any of the 
two years after the founding of the PRC. 


1 . 7 . - 
WhO WaS a 1 /-Vear OIG 


Graduated From Infantry School in 1954 


the 


He Daoquan graduated fron infantry school in 1954 


()ne of his veteran instructors was an officer who used to 
work for Gen. Feng Yuxiang. He hoped that all the 
grad ates of this class would become generals. Soon after 


that He Daoquan was assigned to the 23rd Army Corps 
ft the Chinese People’s Volunteers Army as a platoon 
lead lhe Korea War stopped on 27 July 1953. In orde: 
to prevent the war from breaking out once again, the 
mimunists left some troops in North Korea 
The 23rd Army Corps was one of the PLA units left in 
Korea. This army corps entered the Korea War on § 


September Originally it wa the 41 mn oO f 
Fac { rc] Id Amn vite I] | ned ! lan jal 
194 Vv out of guerilla units left in Fuyiar 
7 | the Red Art irted the 
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Long March in 1934. In the early stage of the War of 
Resistance against Japanese Aggression, it was reorga- 
nized to become the 2d Detachment of the New 4th 
Army. Later, it became the Ist Division of the New 4th 
Army and the Ist Division of the Central China Field 
Army. It fought many battles under the direct command 
of Su Yu. When the civil war between the Kuomintang 
and the Chinese Communists broke out in an overall 
manner, it took part in the Suzhong, Laiwu, 
Menglianggu, Eastern Honan, Huaihai and Yangtze 
River Crossing campaigns. It remained one of the main 
forces of the 3d Field Army. Prior to the Korean Armi- 
stice, the 23d Army Corps took part in the third offen- 
sive Campaign in the summer of 1953. At that time, 
Zhong Guochu was Corps Commander and Lu Sheng the 
Corps’ political commussar. When he stationed in Korea 
with the 23d Army Corps, He Daoquan took the post of 
a Staff training officer and department head in an 
infantry battalion. 


Withdraw From Korea With 23d Army Corps in 1958 


He Daoquan withdrew from Korea with the 23d Army 
Corps and returned to China in March 1958. After 
returning to China. the 23d Army Corps stationed in 
Heilongjiang for a long time. It was placed under the 
command of the Shenyang MR. He Daoquan was the 
corps’ deputy director and then director of its training 
department and Deputy Divisional Chief of Staff 
During the Sino-Soviet border clash, he went to the 
frontier command post to direct the PLA units under his 
command. 


Outstanding Contributions to Automating Army 
Command System 


In 1975, He Daoquan held the post of divisional chief of 
staff. Later he was promoted to Deputy Division Com- 
mander and then Division Commander. During that 
period, he strived to achieve automation for the com- 
mand system. After 1977, China’s first automated mili- 
tary command vehicle appeared in his military com- 
pound. The automation engineering project for the 
command system was further developed after 1980. He 
Daoquan was promoted to Chief of Staff of the 23d 
Army Corps in 1983. Not long after that, he personally 
led the staff members 1n his office to visit the Academy 
of Military Sciences in Being, the National Defense 
University, the Air Force Academy, the Armored Force 
Engineering Institute and other military academies 
Later he went to Xian and Changsha to learn from the 
experience of the University of Science and Technology 
for National Defense, and worked hard for command 
system automation 


Build a Quick Response Regiment in the Army 


He Daoquan was promoted to Commander of the 
Army Corps in 1985. On 8 February 1985, the 
JIEFANGJUNBAO carried a report on its frontpage 
entitled: “A Battlefield without Smoke of Gunpowder.” 
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It reported on the automated command system network 
which included one army, three divisions and one reg)- 
ment. The network was developed by the group army led 
by He Daoquan. Their “Battlefield No. 1° model was 
sent to Beijing for exhibition, attracting the attention of 
many foreign military attaches. Later, He Daoquan 
decided to establish a quick response regiment in the 
army, adding a pair of skis to the standard equipment for 
each soldier. His immediate target was to train this 
regiment to enhance its mobility on snow-covered land. 
His long-term target was to use motorized sledges with 
which all military equipment and personnel could move 


quickly from one place tO another. The establishment of 


the quick response regiment and He Daoquan’s concept 
on quick response won approval from Commander Liu 
Jingsong and Chief of Staff Li Haibo of the Shenyang 
MR. In the next winter, the division to which the quick 
response regiment belonged was supplied with skiing 
equipment. Each soldier got a pair of skis as a part of the 
standard equipment. 


At the 13th National CPC Congress held in November 
1987, He Daoquan was elected an alternate member of 
the CPC Central Committee. After the PLA resumed the 
rank system in October 1988, he was awarded the rank of 
an army major general. At the 14th National CPC 
Congress held in October 1992, He Daoquan did not get 
elected as an alternate member, because he had left the 


23d Army Corps and worked for the PLA General Staff 


Headquarteis. Wu Yuqian, who replaced He Daoquan as 
the commander of the 23d Army Corps, was elected 
alternate member of the CPC Central Committee 


Promoted to Army Lieutenant General in 1993 


He Daoquan became Deputy Commander of the Bering 
MR and concurrently Commander of the Beying Gar- 
rison Command in January 1994. Prior to this, he was 
promoted to army Lieutenant General. This shows that 
his position in the army 1s rising 


The Beyying Garrison Command which was established 
in January 1951 mainly shoulders the heavy responsi- 
bility of performing garrison duties and guarding the 
capital. Right now, it 1s placed under the command of 
the Beijing MR. At the same time, it is a department of 
the Beying Municipal CPC Committee in handling mil- 
itary affairs. It 1s placed under the dual leadership of the 
Beryjing MR and the Beying Municipal CPC Committee. 
Chen Xitong, Secretary of the Beying Municipal CPC 
Committee and member of the Political Bureau of the 
CPC Central Committee, 1s concurrently the First Sec 
retary of the Bening Garrison Command’s CPC com 
mittee. After the “Cultural Revolution,” Fu Chonghbi, 
Yan Tongmao, Dong Xuelin and others held this post 
before. In view of the importance of this position, there 
are good chances for the 59-year old He Daoquan to 
move upwards in the next few years. 


He Daoquan believes that never complain about 


having too many fnends, but we are not sure that one 


will never become our enemy. As long as border lines are 
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not eliminated on earth, it will be impossible to elimi- 
nate frictions and conflicts for survival among the var- 
ious nationalities. The armed forces must be ready to 
launch attacks at all times. 


Armed Forces Must Be Ready to Launch Attacks At All 
Times 


He Daoquan often sigh with a soldier’s feelings about the 
perverse and changeable, but sometimes soft and tender 
history. He 1s not sure that he has reached the peak of his 
life, but he accepts the historic facts imposed on an 
individual. Because he believes that one must commit 
oneself for being a high-ranking general and that one’s 
obligation is always commensurate with his power. 


One who wishes to become a general thinks more about 
honor, and one who 1s a general thinks more about one’s 
responsibilities. He Daoquan is one who thinks more 
about his responsibilities. At a time when cries for peace 
are Causing a temporary clamor, this general, laden with 
anxiety, iS improving his military machinery all by 
himself night and day. He believes that his efforts and 
those of his colleagues will not be wasted. Once the page 
of “‘complex and changeable” history 1s turned over, our 
descendants wall joyfully find that their world will be 
more secured than ever before. 


Journal Views GLD’s Sanjiu Corporation 
Y4(-M0246A Hong Kong KUANG-CHIAO CHING 
{WIDE ANGLE] in Chinese No 258, 16 Mar 94 pp 48-50 


[Article by Ching Lai (2529 0171) and Chi Ling (0679 
7227): “Mysterious Success of Military’s Transnational 
Enterprise’ | 


[lext] First Transnational Joint Enterprise Group 
Ordered Established by Central Military Commission, 
General Logistics Department 


The military’s first transindustry, transnational joint 
enterprise group, which was ordered established by the 
Central Military Commission and the Liberation Army’s 
General Logistics Department (GLD)—the Sanjiu (999) 
Enterprise Group—after being in operation for two short 
years, has developed from the original 34 joint enter- 
prises, with the Southern Pharmaceutical Factory as the 
chief enterprise, to 106 enterprises. It has set up branch 
companies in 1] countries, including Germany, 
America, Russia, Thailand, and Malaysia 


Not only the CPC Politburo and high-ranking military 
officers attach importance to the outstanding achieve- 
ments of the Sanjiu Enterprise Group; some mayor 
financial groups abroad with solid strength have sought 
cooperation with this enterprise group. 


What 1s the secret of the Sanju Enterprise Group's 
amazing achievements over two years? Not long ago we 
interviewed Zhao Xinxian [6392 2450 0341), general 
director of the Sanjiu Enterprise Group. 
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Recorded in Cambridge World Who's Who 


Zhao Xinxian is China’s first enterprise star, and in 1993 
he was selected by the editor in chief at England’s 
Cambridge International Biography Center for inclusion 
in its Who's Who. The talents and the wisdom and 
courage of this entrepreneur in management and in 
enterprise development were displayed for the first time 
when he set up the Southern Pharmaceutical Factory 
with its famous “Sanjiu Stomach Tonic,” and his fame 
spread abroad 


In 1985 he led five young people in obtaining a 5 
million-vuan loan in preparation for setting up the 
pharmaceutical factory. In the first year after it went into 
production in 1987 it achieved an output value of 11 
million yuan and a profits tax of 1.78 million yuan. 
Afterward, the plant expanded the scale of its production 
year by year, and its returns multiplied year by year. In 
seven vears’ time the output value and the profits tax 
increased respectively by 60 and 52 times, becoming 
above average in the pharmaceutical industry of the 
People’s Liberation Army and even of the whole country. 


Pharmacy Holds Sway Over Entire Country 


In 1991 the Sanjiu Enterprise Group was formally estab- 
lished, and it had a total output value of 640 million 
yuan; in 1993 the output value sharply increased to 2.2 
billion yuan, with an increase of 330 million yuan in 
fixed assets, an increase in per capita output value of 
900,000 yuan, and an increase in profits tax of 290 
million yuan, not only holding say in China’s pharma- 
ceutical industry but also jumping to 74th position 
among China’s 100 largest industrial enterprises. 


Zhu Rongji Says: Armed Forces Enterprises March at 
the Head 


What is noteworthy 1s that, during the application of the 
Sanjiu Group's armed forces-style management to enter- 
prises, effective “Sanjiu mechanisms” were found and 
summed up. First of all, in fitting out the leading body of 
an enterprise, they boldly broke with the tradition of the 


‘“multihead system” forbidden zone and put effect the 
enterprises corporate representative ‘“‘single-head 
system,” t taking the lead in the reform of the 
rights structure of Chinese enterprises, which for the 
Chinese military was unprecedented. 

The ir before last Zhu Rongji went to the Sanjiu 
Enterprise Group to inspect it. He found quite admirable 


the fact that it did not set up the position of deputy to the 

leading group, and he said to important 
Csuangdong Province and Shenzhen City 
iccompanying him: “Foreign enterprises are run like 
irmed forces enterprises are marching at the 
ust learn from the Liberation Army!” 


Doing things in this way means that there is quick 
decision making by the leading mechanism, there is no 
and the sense of responsibility of the 
is strong. In the words of Zhao 


rmorate rer 
\ atv ft 


esentative 
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Xinxian: “If there is one carrer then there will still be 
water to drink; if there are three carriers then even if they 
still carry water there will be no water to drink!” 


At present the several leading groups of China’s state- 
owned enterprises are often bodies in which the collec- 
tive has the final say. If there is a loss or an accident, the 
members of the leading group can shift responsibility on 
each other and “it is not known whose backside the 
bamboo rod should strike.” 


Zhao Xinxian thinks that an enterprise may be com- 
pared to an orchestra: an orchestra can have only one 
conductor and can absolutely not have two conductors. 
If there were two conductors the orchestra would be in a 
total muddle. What the Sanjiu Group put into effect was 
precisely the corporate representative responsibility 
system, which “lets one person conduct the orchestra, 
1.e., the enterprise.” 


Of course, the enterprise’s corporate representative 
responsibility system does not mean that the corporate 
representative can make decisions at will and do what he 
wants; there must be corresponding restraining mecha- 
nisms that ensure that the decisions of the corporate 
representative are made on a scientific basis, and ensure 
that the corporate representative is restrained by rules 
and regulations and the supervision of relevant depart- 
ments, thereby protecting the state-owned enterprises’ 
maintained value and increased value. 


Boldly Improving Sanjiu’s Wage System 


The “Sanjiu mechanisms” of the Sanjiu Enterprise 
Group, in distribution criteria, put into practice the 1:18 
ratio wage system of “drawing salaries according to 
responsibility, calculating remuneration according to 
work, and dividing work according to profit,” which for 
the first time set a precedent for China’s enterprise wage 
system. 


Zhao Xinxian said that in the initial period of its estab- 
lishment the Sanjiu Enterprise Group, when the enterprise 
was growing and needed manpower, several competent 
cadres resigned, giving as their reason that the “Sanjiu”’ 
wages and benefits were too low. The families of some staff 
members and workers played the stock market, and in one 
year made 18,000 to 20,000 yuan; and the cadres, who had 
made several tens of millions and even several hundreds of 
millions of yuan for the state, had an annual income of 
several thousand yuan, and therefore pyschologically there 
could not be a balance. 


Not long ago Zhao Xinxian went to Singapore on an 
inspection trip, and he discovered that in Singapore 
there are enterprises in which the wage differential 
ranges from high to low by more than 20 times, and these 
enterprises are managed very well. After returning to 
Shenzhen he reformed the fixed wages system in the old 
way of distribution, and exanded the difference in wages 
so that there was a differential between the highest and 
the lowest of 18 times. At present, the monthly wage in 
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the enterprise at the lowest 1s several hundred yuan and 
at the highest can exceed 10,000 yuan 


The Sanju Group’s new wage system also stipulates that 
the group's subordinate enterprises, under the premise of 
economic returns year by vear and of 
ensuring that state-owned enterprises multiply then 
output value, can put into effect a distribution in which 
the differential ratio 1s higher than 1:18 times. Fifteen 
percent of an enterprise's after-tax profits are to be put 
ve enterprise’s distribution fund for wages and 
bonuses. For enterprises that greatly exceed the quota for 
profits the standard level for share-out bonuses may float 
up to 20 percent. For enterprises that cannot fulfill the 


quota for profits to be handed over to the higher 


mr LO 
nproy att 
nto 


authority. the standard level for share-out bonuses must 


fall 10 to 5 percent 


If You Have the Ability, You Will Be Given Money as 
an Investment in Letting You Display Your Talents 


Zhao X1nxian says to people: If you have ability and also 
a feasible project, we will give you money to start up a 
company, run a business, and be the boss. If you are a 
talented person, before you come to Sanjiu we will 
prepare a home, furniture, and other living conditions 
for you. If you have a scientific research topic worth 
developing and using, we will give you money for the 
cost of the scientific research, and if results are obtained, 
besides doubling vour bonus, we will deduct a propor- 
tional percentage from the profits made by the result and 
give it to you, thereby making you a “millionaire” 


overnignt 


For two years the Sanju Group has had a total of more 
ompetent persons in charge of leadership work 
at all levels, and more than 40 cadres who did not 
perform well either have had their wages cut or have 
been dismissed. The personnel elimination rate 1s being 
maintained at about 15 percent 

\fter the Sanjiu Group reformed tts distribution system, 
he enterprises put into effect three major supervisory 
systems (political supervision, economic supervision 
and quality supervision), and the effect of “high salaries 
is manifested there, because up to 
ow there has not been discovered one case of using 
iuthority to seek private gain or of graft and bribe 
taking. Over the past two years, according to statistics 
adres have refused to take 100,000 yuan 1n cash gifts 
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and have turned over to the higher authority 320,001 
yuan for return to the factory 


With regard to this “healthy phenomenon,’ Zhao 
Xinxian made an analogy: “If a cadre’s monthly wage 
were One carton of cigarettes or one bottle of spirits, 


then, of course, one carton of cigarettes or one bottle of 


spirits would be attractive to him. If his monthly wage 
were equal to 10 cartons of cigarettes or several dozen 


bottles of spirits, 1t would not be worthwhile for him to 
accept one carton of cigarettes or one bottle of spirits in 
return for commiutting a mistake, because they would be 


; ) wo 
of too little worth 


t 


Li Chia-ch’eng Invests in Sanjiu Group 


The Sanju Enterprise Group, which has nearly 2 billion 
yuan 1n fixed assets, which makes pharmaceuticals pn- 
mary, and conducts pluralistic operations, has now 
developed the scope of 1ts operations to 12 industries, 
including real estate, motor vehicles, import and export 
trade, electronics, foodstuffs, clothing, and banking, and 
has set up branch companies in |2 countries 


Wealthy businessman Li Chia-ch’eng [2621 0857 6134], 
the head of Hong Kong’s 10 major financial groups, at 
the spring of the vear betore last began to invest in real 
estate with the Sanju Group, and in Shenzhen he bull 
the Sl-storey Sanjiu International Building. Shortly 
afterward, some major financial groups, including Amer- 
ica’s First National Bank of New York and Thailand’s 
(Chungta) Group, competed to become shareholders in 
the group. An inspection team formed by (Y1 Kim-ch1) 
[2621 6885 0892], chairman of the board and concur- 
rently general director of South Korea’s (Chukao and 
Nito) Pharmaceutical Corporation, and (Kim In-san) 
[6855 0690 3595], general director of South Korea's 
Pharmaceutical Trading Comnpany, inspected the 
Group and its core enterprise—the Southern 
Pharmaceutical Factory—and 1n South Korea signed an 
agreement under which they will the general agents for 
the products of the Southern Pharamaceutical Factory 
America’s San Francisco Mayor Frank Jordan led a 
25-member commercial delegation to the Southern 
Pharmaceutical Factory, and the two sides signed an 
agreement to set up in San Francisco an American Sanjiu 
company. Recently, Hawke, a former prime minister of 
Australia, made a special trip from Hong Kong to the 
Sanju Group, and the two sides explored cooperation !n 
tounsm 


Santiu 
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KIT Intensifies Social Control 
440 MO211B Taipei HSIN HSIN WEN /THI 
JOURNALIST] in Chinese No 359, 29 Jan 9 


rj + 


[Article bv Chi Yen-ling (4764 1693 7117): “You Want 


the KMT to Give p Power? That Must Wait For 


Another Generation!”’] 


{Excerpts} In recent years, although there has been a 
significant decline in the KMT’s governing position in 
the political arena, its ruling position in the social area 
not only shows no sign of loosening indication, 11 
showing a tendency to grow stronger. [passage omittec 


} 


Take enterprise circles as an example, with at least 1,000 
entrepreneurs summoned by the Gejianyuan [7245 643 
108] for instruction; after their return, these people 
called each other classmates, and formed cliques and 
groups to pursue common interests. These “blue seeds” 
are now breeding and growing throughout Taiwan, in 
every location and trade 


These entrepreneurs were used to ordering thei 
employees about at will, but because they had received 
the KMT’s favors, whenever there arose such issues as 
renewing the heads of industrial and commercial associ- 
ations, they all became very obedient to the KMT. The 
general secretary of the Shekunghui is equivalent to 
St big bosses, and for business which the general 
secretary cannot handle, if the director of the union 
handled it himself, after “persuading with major rea- 
sons’ and “promising profits,” there are few examples of 
big bosses who can turn it down. 


vera] 


CvVe 


Because entrepreneurs are always absolutely obedient to 
the KMT, it is natural that the KMT views enterprise 
rcles as 1ts organized external groups. So, even though 
ctions in enterprise circles are obviously their own 
internal matter, the KMT will still present a slate of 
-called “Party nominated candidates” and “party 
planned list’; persons who have not been nominated o1 
are not listed will then be persuaded to withdraw one by 
‘from the election for “other, better candidates.” To 
the KMT, handling matters of this sort is much like 
handling violations in one’s “household affairs”; some 
le in enterprise circles look upon this as the natural 

of events, and although there are some com- 
they accept it in the end. Although there are 
4 minor politicians “betraying the 
to run for election, one never hears of big bosses 


ting discipline” and “betraying the party 
the enterprise community, there are concealed 
vho hold in their hands life and death power 
hem. The situation ts no better in the sports world 
ieral Athletic Association and the Chinese Taipet 

(ommittee made personne! 
arly that the KMT’s dominance tn sports not 


ymitted] 


nanos wh h 
ida eS ] vy i ivVil 


it declined, but has risen. [passage 
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b1 ervone Knows thNat it vas Pa ‘ f 
rs > 

Teng-hui'’s [2621 4096 654 ninatie K 

ching [6753 1350 3237] that landed him his p 


1 Athletic Association, and tha! kept ¢ 
Feng-hsu [1728 0023 4872] in office as Chairn 


Olympic Committee. Prior to the reorgat 

uth ugh there were many candidates, there was 

strong offensive of persuading them to withdraw, so t! 
all of the “party nominees” passed, and none of those 
the “party plan list” lost. How envious were the mem- 
bers of the Tsukunghul, working ia the same building, at 


the Shekunghui s two great sports world victories 


Although personne! moves in the sports world have 
always had a strong political flavor, these had all taken 
place behind the scenes 1n the past, and were limited to 
high level personnel only. But this time, from higher to 
lower levels, from behind the scenes to out front 
everyone fought for power openly, even piaying tn 
way the game of sharing booty, which has just become 


popular in political circles 


A lot of “old timers” who had made contribut St 
| 
sports world in the past were swept out the door, p ed 


aside for “not belonging to the same clan’: some of them 


even had their “names removed from the rolls forever 


fake as examples Chi Cheng [4764 2398] and \ 


Chuan-kuang [2799 0278 1639], the earliest Taiwan 


' 


Olympic level athletes to gain international reputations 
Chi Cheng just resigned his position as Secretary- 
General of the Track and Field Association, while Yang 
Chuan-kuang 1s still at Tso Training Center in charge of 
training. No matter whether one is speaking of interna 
tional reputation, or their contributions to tie natior 
their age and experience, these two people have not 
reached the age of being too old, having to be replaced 
or having no more useful value. But the Olympic Con 
mittee and the General Athletic Association treated 
them as trash and just swept them out of door, while 
looking for some younger, less qualified fellows to 
replace them. 


Maybe it 1s unavoidable for politics to interfere with 
sports, but such ugly interference is actually rarely seer 
in the world. It 1s due precisely to Chi Cheng 
supporting the public voting law, and Yang Cl 
kuang being “so naive” as to join the Democrat: 
gressive Party, but the outcome was that both of then 
had the fate of having their names stricken from sports 
circles. This 1s the sort of thing that Olympic CI 


— a 


Samaranch, who has a strong political sense 


disagree with 


The fact that the KMT is declining in its governing 

position in politics 1s not something they are dom 

voluntarily but 

from both inside and outside the system forced then 
5 


do so. By the 


rather because multilateral p 


ame token, if people want to break 
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K MT’s traditional dominance in the social sphere, enter- 
prise circles and the sports world should not wait for the 
KMT to voluntarily announce it is “abandoning power” 
either. 


DPP ‘Inner-Party Power Struggle’ Intensifies 


94CM0274A HSIN HSIN WEN [THE JOURNALIST] 
in Chinese No 367, 26 Mar 94 pp 36-37 


[Article by Chen Chien-hsun (7115 1696 8113): “Elec- 
tion of New Democratic Progressive Party (DPP) Rep- 
resentatives and Its Effect on the Inner-Party Power 
Structure-—One Large Earthquake Split the Two Large 
Into a Number of Small Mountain Tops” 


[Text] After the election on 12 March of regional party 
representatives for the various regions, the inner-party 
power struggle in the DPP reached white heat iniensity. 
From the local branches to the center, from factions to 
individual persons, everyone was flexing one’s muscles 
and scheming as to how many votes could be garnered. 


Different Inner-Party Factions 


Presently, it 1s no more possible to divide the DPP 
comprehensively into the traditional two factions, the 
Meilitao [Formosa] Faction and the Hsin Chaoliu [New 
Trend] Faction. Speaking of factions that would consti- 
tute appreciable forces in the present inner-party power 
struggle, we would have to include the old stronghold of 
the Meilitao group and its affiliated organizations of 
local party branches that have been penetrated by the 
Meilitao’s medium-age group [zhong sheng dai], then 
also the Hsin Chaoliu Faction, the Taiwan Independence 
Alliance, the Kungtouhui group, the Alliance for Justice, 
the Welfare State Alliance, and other local factions not 
otherwise affiliated. 


Apart from this, and apart from setting up DPP repre- 
sentatives for the various districts, certain local political 
personages have also begun to gain such power as would 
allow them to intrude into the power centers of the DPP. 
For instance, of the |! seats of party representatives of 
the Tainan City party branch, there are two seats that 
had been created in the present election by Lin Nan- 
sheng [2651 0589 3932], who had been expelled from the 
Kuomintang, but who had still, in violation of party 
discipline, participated in the election. He and some of 
his supporters later joined the DPP. There was also the 
case in Chiayi County where, as we understand, one seat 
was given to a person who had strong connections to the 
local faction. Although the number of this type of party 
representatives is extremely small, also of little impact 
on the present power core of the DPP, the phenomenon 
is still very worthwhile watching as to its future devel- 
opment 


Although some “thorough accounting” [jing suan] was 
Started as soon as the election of party candidates had 
been completed and much planning was done as to how 
to combine the diverse factions and personalities, the 
main focus of attention was directed to the election of 
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the party chairman. However, actually, with the factual 
attachments of the party representatives in so « 
a State of entanglements and not even the beginnings of 
unification apparent among them, it is only the 3 
central executive committee, the power core of the party 
that most people can now definitely figure 
good grasp on 


— 
aan 

~ 

iw 


Because the status of the large majority of natural DPI 
party representatives is that of public servants, they 
ordinarily have their base of actions and operations 
within their faction, therefore, as far as the various 
factions are concerned, the difficulty of assessing votes is 
still when concerned with the local party representative: 


For instance, Taipei and Kaohsiung have 35, 36 local 
party representatives, but almost all belong to various 
public service bureaus, and we may still differentiate 
between them comparatively easily according to the 
factions of the public office they g to. However, 
there may also be some factional overlapping, and this 
may lead to erroneous assumptions. In all other localities 
it is even more difficult to get a grasp of the true 
Situation 


be lon 


For instance, the five seats for local party representatives 
in Pingtung County comprise one seat for the Hsin 
Chaoliu faction, one seat for the Taiwan lidependence 
Alliance, while the allotment of the other three seats 1s 
not clear. But we understand that it was already more or 
less openly promised the local party representatives 
during the election campaign that Su Chen-chang [5685 
6297 2490]—not supported by any particular faction—a 
man who had failed in the election for county magistrate 
and who is now DPP secretary-general, will certainly 
become member of the central standing committee. This 


is an example of relying on some kind of local bondage 


Again, almost all the ten seats for party representatives 


of Kaohsiung County are considered the domain of the 
Yu [0151] family group [jia ban], who belong to the 
Meilitao faction, but magistrate Yu Cheng-hsi 15] 


2398 2009] belongs to the Alliance for Justice. If Yu 
E 


Chen Yueh-ying [0151 7115 2588 3841] will enter the 
contest for membership in the central standing com- 
mittee, the direction in which the votes of the Yu family 
bloc will be split between the Meilitao and the Allian 
for Justice would become a matter of close speculati 


Moreover, in the present power struggle within the DPP 
two new forces are joining the fray from abroad 
the Kungtovhui and the Taiwan Independence Allan 
but the power of these two factions and their work at t 
basic level 1s somewhat related. Insiders in the Taiwan 
Independence Alliance have pointed out that a 
tion of the regional party delegates, t! 
Taiwan Independence Alliance is after all not as 
merly anticipated, while that of Tsai Tung-jung’s | 
0681 2837] Kungtou system is exceeding general anti 
pation | 

the fact that the Taiwan Independence Al 


namety 


hese persons believe that it has 
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4/7}, now elected party representative i 
was pointed out that the forces of Tsai Chieh-hsiuneg 


} . } l.¢ 
vincial counselor of the Meilitao 
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VISIO! ally allocated over If 
Support of ( hang l'san-hung before the election. How- 
supposed voters failed to vote 


On the other hand, cadres of the Taiwan Independencs 


\lhanc n the Tainan district came up before the 
ection with rgentl needed votes and thereby 
acnie d their task of “protecting their lord” and indeed 
had Chang Tsan-hung rise to become third-highest vote- 
getter. However, this version has not been confirmed 
As to the trial of strength between the two forces coming 


irom abroad, Yulin County might be expected to become 
indicative of Yulin County 
will have seven votes for party representatives, one will 


belong to the Taiwan Independence Alliance and one to 


} 
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Taiwan Independence 


Ounty party branch, 


\ the local party representatives in 
Yulin County have temporarily come to one common 


understanding, namely not to allow themselves to be 
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ance Of a “light for the protection of the Meilitao 
faction Chang Chun-hung uld exerc extremely 
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appears even more cautious every respect in his 
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likelihood of re-election of incumbent chairman 
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the present realignment of power within the 


DPP will have an impact on overall position in future 
major elections, everyone inwardly figures that the drive 
to bring all the diverse forces within the factions together 
will become even more acute. Add to it the fact that after 
the experiences of all t years, fighting skill 1 all 
sides have been further developed and 1 red. If one 
would, therefore, still have the idea that this new wave 
tl hangs r of power witl the party 
could now be weath« | aS a smooth transition, that 
would, by all appearances, be a difficult thing to achieve 
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strong protection of a certain “godfather” got a case 
against him dismissed, he was elected to be county 
legislature member, thereby beginning the meteoric rise 
in his political career. And “model brother” Ch’en, who 
12 years before had been forcibly freed from police 
custody, also this year was elected by a big margin to be 
a Yunlin legislature member. 


It 1s said that among the current members of the legisla- 
ture from Yunlin County, there has been an increase of 
four “big brother types” who had been tn police custody 
or who had a previous criminal record. In addition, 
many “brothers” wha had been involved in the forcible 
freeing of police prisoners have now become “big broth- 
ers’ who stick to the sides of a certain government VIP. 
Furthermore, the chief of staff “black dog” of Lin 
Lai-fu’s [2651 0171 4395], who three or four years ago 
headed the list of most wanted armed criminals, 1s said 
to be the trusted lieutenant at the side of this government 
VIP. who had gone abroad for medical treatment, and he 
has made this “underworld” force the biggest faction in 
Yunlin County. Such being the case, how could a local 
election not be a case of “black heaven and dark earth’’? 


KIT. Constitutional Reform Issues Viewed 
940 M0236A Taipei HSIN HSIN-WEN [THE 
JOURNALIST] in Chinese Nos 361 and 362, 19 Feb 94 


] 


pp 50, 53-54 


[Article by Hsieh Chung-liang (6200 1813 5328)] 


(Text] The third stage of constitutional reform on 
Taiwan 1s being enacted on the political stage during the 
first half of this year. Inner circles of the Kuomintang 
(KMT) have already begun their intense publicity cam- 
paign. Issues to be discussed, following scholarly opin- 
ions sought by KMT elders, are taking form—direct 
election of the president by popular vote, the counter- 
signing power of the premier as head of the Executive 
Yuan, term limits for legislators, and a standing role for 
the National Assembly. These issues will form the main- 
stay of discussions by the National Assembly at its 
meeting from April to August. 


omparison, the second stage of constitutional reform 
saw politics drawn into the constitutional reform process 
because of distinct differences between factions within 
the KMT. For the third stage of constitutional reform, 
the inner structure of the KMT seems to be simpler, and 
dissension during meetings seems to have lessened. On 
the contrary, the focus has been on theoretical differ- 
ences and the system. This point alone shows how much 
progress has been made in the KMT. According to higher 
political circles, direct election of the president by pop- 
ular vote was already the focus of controversy at the 
third plenary session of the 13th party congress. This 
time, weightier elements who object to direct election of 
the president by popular vote are not quite as adamant 
Similarly, some members of the mainstream faction that 

: ifter the 14th Party Congress had evoked the 
at disapproval of the non-mainstream faction because 
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they had repeatedly released trial balloons for “moving 
forward the date for popular election of the president.” 
The non-mainstreamers had intended to attack and 
oppose this stand vehemently. But after mediation by 
some neutral parties, the mainstream faction abandoned 
their stand of “advancing the date of presidential elec- 
tion,” thereby making it possible for the controversy to 
dissipate. 


According to inner circles at the presidential office, some 
people, before the 14th Party Congress, had suggested to 
Li Teng-hui to move forward the date for popular 
election of the president to avoid the “Yeltsin effect” 
which would follow the popular election for governor. At 
the time, Li did not show any clear indication one way or 
another, but said that this suggestion was worth consid- 
eration. However, the clamor for moving forward the 
date of the presidential election by popular vote became 
greater after the 14th Party Congress. This clamor actu- 
ally posed a great threat to the non-mainstream group, 
for this equated Li's quest for another presidential term 
with advancing the date for presidential election by 
popular vote. 


Proponents for advancing the date of direct presidential 
election by popular vote have even made tentative plans 
to change the date, much like an arrow set against the 
bow and ready to shoot. However, faced with reaction 
from KMT insiders and the fact that there was not 
enough time to revise related legalities, and the task to 
make necessary constitutional revisions was too big, this 
clamor subsided after a while. 


It was pointed out that the idea of advancing the date of 
presidential election by popular vote appeared first 
around the time of the 3rd Plenary Session of the 13th 
Congress. Some scholars pinpoint the controversy as 
originating during the second stage of constitutional 
reform when the source and basis of presidential power 
were questioned. For during the t:me that the whole Hao 
P’ei-ts'un (6787 2672 2625) cabinet resigned, the source 
of presidential power had again been challenged. For the 
sake of political stability, the idea of advancing the date 
for presidential election by direct popular vote gradually 
took form. But after the 14th Party Congress, the calls for 
direct popular election of the president came too late 
Whether such an election could take place the end of this 
vear or early next year, there was no way to coordinate 
the necessary measures. Conducting 1t toward the end of 
1995 had no practical meaning with respect to political 
stability. On the contrary, outsiders might think personal 
factors were involved in advancing the election, adding 
to the puzzie. Furthermore, if Li Teng-hu: intend to 
succeed himself, why should he carry this unnecessary 
baggage of suspicion, by advancing the election date by 
three months? As a result, in this atmosphere of every- 
thing being 1n place, there was no way for the main- 
streamers and non-mainstreamers to further ignite 
sparks over this controversy 


It is understood that the attitude of Hao P’e1-ts’un, 
retired premier turned scholar studying the presidential 
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office, has changed substantially over a year’s time 

ward the way the president and vice-presidential posi- 
tions are created. After many sessions with specialists 
who analyzed and enlightened him on the subject, Hao 
insists on “selection by appointment,” but is 
direct election by popular vote” for the 
positions of president and vice-president. Because of this 
1ange in Hao, it 1s possible to eliminate the greatest 
unknown factor in this issue of “presidential election by 
lirect popular vote,” which 1s part of the mainstay 
discussion during the third stage of the constitution 
eform process conducted by the KMT. 


no ionge! 


receptive -_ 


According to high political circles, after Hao had 
resigned his premier post as head of the Executive Yuan, 
he regularly invited different scholars in for discussions 
nstitutional government. After listening to analyses 
ny neutral parties, he has been less adamant in his 
to the issue of “direct presidential election by 
‘as long as the structure of constitutional 
government remains unchanged. However way the posi- 
tions for president and vice-president are created, Ho 
can accept. This change tn his stand has been transmitted 
via available channels to Li Teng-hui, and has allowed 
dissension on this issue, which was created by interper- 
eliminated completely for the third 
stage of constitutional reform. Moreover, the contro- 
between the “direct election faction” and the 
appointment faction” in the KMT that 
surfaced during the second stage of constitutional reform 
is settled, at least for the time being. 


pPposilti mn 
popular vote 


sal bn . i 
sonal tactors, to DE 


‘election by 


However, 1t 1s possible that another topic—the counter- 


signing power of the premier as head of the Executive 
Yuan——may be replacing it for discussion. 
\s Hao P’ei-ts'un has had practical experience with this 


has a deeper understanding of the counter- 
gning power of the premier as head of the Executive 
Yuan. Moreover, some scholars also emphasize that the 
tersigning power 1s proof that China’s constitution 
ird a cabinet system. It 1s understood that Hao 
original constitutional provision 
ng the countersigning power to the premier, or elim- 
ating this power only for his resigned position as head 
f the Executive Yuan, but leaving it for the rest of the 
ibinet members, as 1t 1s under the present setup. 


Ors retaining the 


on the larger controversy posed by the issue of 
ening power of the premier as head of the 
yuan,” and the heated discussion generated 
luring meeting of the advisory unit supporting the 
al Planning Group on Constitutional Reform, a 
| was established. It would 
provide further understanding of this issue by making a 

nplete analysis of the problem dealing with the pre- 
Members of this study 


$s% \ 


dying special cases” 


lersigning power. 


from the National Assembly include Chu Hsin- 

$281 2450 3046], Lin Ming-te [2651 6900 1795], 
Wang Fu-mou [3769 1381 5399], and Lin Hung-ch’th 
1069]. from the Legislative Committee, Wet 

Yuns 614 6978], and Huang Chu-wen [7806 0031 
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2429]; and from the group of scholars, Hu Fu [5170 
1765] and Tung Hsiang [5516 5046 7378]. Composition 
of such a group reflects the importance the KMT’s core 
attaches to this topic and the divergence of opinion 
inside the party. 


Among those opposed to slashing the countersigning 
power of the premier was the deputy minister of the 
Executive Yuan Hsu Li-te [1776 4539 1795] who notes 
this power in action on the inside. He feels the premier, 
as head of the Executive Yuan, must be answerable to 
the National Assembly. The budget for the five yuans 
and even the budget for the president's office are all 
subject to questioning of the premier by the National 
Assembly. To meet the rule that power and responsi- 
bility should be one, the premier should keep his coun- 
tersigning power, especially if this power is one of form 
only, and he has to shoulder real responsibility in front of 
the National Assembly. Therefore, the countersigning 
power of the premier should not be pared down to any 
great extent. 


Those 1n support of a logical revision of the counter- 
signing power of the premier base their views on the 
principle of the five yuans being coequals, and the 
premier should not countersign on personnel and legal 
matters for the other four, for countersigning amounts to 
interference in the administration affairs of the other 
yuans. As to powers directly exercised by the president, 
the premier should not countersign either, for it is easy 
for such mutual interference of executive powers to 
create political instability. 


As an example of constitutional government, ever since 
the constitution has been observed, the president has had 
real power. Constitutional reform this time is reform on 
a small scale. That is, based on examples from the past, 
the constitution grants the president the inherent power 
to meet present conditions. Under this premise, only 
some logical revision needs to be made regarding the 
countersigning power of the premier, limiting such 
power to personnel and legal matters within the Execu- 
tive Yuan. The countersigning power within the other 
yuans should be assumed by their respective ministers, 
thereby making the five yuans as coequals. 


Among the views of these two factions, the most extreme 
are those held by Taiwan University professor Hu Fu 
and Huang Chu-wen, director of the KMT’s central 
policy organization. Hu Fu advocates the view that 
China’s constitution is the framework for the cabinet 
system, and the countersigning power of the premier, as 
head of the Executive Yuan, should not be changed, or it 
would be against the spirit and intent of the constitution. 
But Huang Chu-wen advocates, without reservation, that 
direct election of the president 1s the mainstay of consti- 
tutional reform which means tilting 1n the direction of a 
presidential system. It is only a small scale constitutional 
reform of little consequence tn a larger scale constitu- 
tional reform. Therefore, under the premise of a presi- 
countersigning power of the premier, 
‘cutive Yuan, should be discarded 


dential system, the 
as head of the Ex: 
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It is very possible that this issue on the countersigning 
power of the head of the Executive Yuan, which lacks 
common understanding within the KMT, may evolve 
into a factional struggle. Two agenda items on “A 
Standing Role for the National Assembly” and “Term 
Limits for the Legislators” may present two conflicting 
problems dealing with the system for the National 
Assembly 


From the standpoint of the KMT’s central committee, 
the National Assembly only has an “existence- 
abrogation” problem and not what ts called a “standing 
role” problem. However, judging from the National 
Assembly's attitude, it wants to have a regular standing 
role that allows it to oversee the operations of the 
Legislative Yuan. Such thinking which is counter to 
democratic government is the bad aftermath of factional 
Struggics that occurred during the first and second stages 
of constitutional reform 


From the standpoint of democratic government, the 
National Assembly represents the will of the people 
overseeing operations of executive departments. But 
there are problems involving control and supervision 
between the two. This situation cannot be allowed to 


surface between two national bodies representing the 
will of the people, whether it ts the National Assembly 
overseeing the Legislative Yuan, or it 1s the Legislative 
Yuan reining in operations of the National Assembly. 
Such action goes completely against the conduct of 
democratic government 
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Deficiencies in design of such a system occurred during 
the first and second stages of constitutional reform 
When political strife was introduced, that made prob- 
lems which could be resolved even more muddled 
Particularly when the National Assembly called for a role 
aS an organ structure with regular standing, that made 
the conflict more acute between two political parties 
purporting to represent the will of the people. While the 
Struggle between the National Assembly and the Legis- 
lative Yuan 1s limited to their roles, and different from 
the power struggie between political factions, if this 
problem is not resolved during the third stage of consti- 
tutional reform, the problem of power struggle within the 
system will continue forever, and become an incurable 
cancer on constitutional government 


Among the four basic Issues to be covered during the 
third stage of constitutional reform—direct election of 
the president by popular vote, the countersigning power 
of the premier as head of the Executive Yuan, a standing 
role for the National Assembly, and term limits on 
legislators—tresistance to direct popular election of the 
president has been basically removed. The counter- 
signing power of the premier may be a problem and lead 
to factional struggle within the KMT. Term limits for 
legislators and a standing role for the National Assembly 
may become a controversy about the system. The 
problem of the countersigning power will be the imme- 
diate cause for lively dissension during the third stage of 
constitution reform, but the problem with a standing role 
for the National Assembly and term limits for legislators 
will be the main reason for unending strife in the future 
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